Shortages of middle-income owner-occupied housing in Dhaka - Failures of government or market? by FAWZIA FARZANA (TULI)
 
SHORTAGES OF MIDDLE-INCOME OWNER-
OCCUPIED HOUSING IN DHAKA 





































A THESIS SUBMITTED  
FOR THE DEGREE OF MASTER OF SCIENCE  
DEPARTMENT OF REAL ESTATE  




I would like to express my heartfelt gratitude to all who supported me in different 
ways to complete this thesis. I am deeply indebted to my supervisor A/P. Dr. Zhu 
Jieming, whose stimulating suggestions and encouragement helped me throughout 
the entire period of research and in course of writing up thesis. 
I am very grateful to the following resource persons with whom I discussed with to 
get clear perception about the real situation of Dhaka housing market and existing 
market impediments. 
Prof. A.S.M. Mahbub-un-Nabi, Department of Urban and Regional Planning, BUET  
Prof. Mir Shahidul Islam, Department of Urban and Regional Planning, BUET 
Dr. Toufiq M. Seraj, Chairman, REHAB 
Prof. Nazrul Islam, Department of Geography and Environment, Dhaka University 
A. K. M. Wahedul Islam, Member (Planning),RAJUK 
Kazi Gulam Hafiz, Town Planner, RAJUK   
I would like to thank the officials of all the surveyed private housing and land 
developers, public agencies and housing finance institutions who helped a lot by 
providing useful information.  
I am thankful to all my friends without whose help and cooperation the data collection 
could be more difficult. 
At last, I would like to show my gratitude to my beloved husband Shamim, for his 




Table of Contents 
ACKNOWLEDGEMENTS.................................................................................................................. II 
TABLE OF CONTENTS.................................................................................................................... III 
SUMMARY ........................................................................................................................................... V 
LIST OF TABLES ............................................................................................................................. VII 
LIST OF FIGURES ..........................................................................................................................VIII 
LIST OF MAPS....................................................................................................................................IX 
CHAPTER 1 INTRODUCTION........................................................................................................... 1 
1.1 BACKGROUND OF THE STUDY AREA............................................................................................... 1 
1.1.1 A Brief History of Dhaka ....................................................................................................... 1 
1.1.2 Economy ................................................................................................................................ 4 
1.1.3 Population and Area.............................................................................................................. 5 
1.1.4 Household Income Distributions and the Middle Income People.......................................... 6 
1.2 HOUSING SITUATION IN DHAKA ..................................................................................................... 8 
1.3 RESEARCH PROBLEM AND SUPPOSITION....................................................................................... 10 
1.4 RESEARCH OBJECTIVES ................................................................................................................ 12 
1.5 METHODOLOGY............................................................................................................................ 12 
1.6 THESIS OUTLINE........................................................................................................................... 15 
CHAPTER 2 LITERATURE REVIEW............................................................................................. 17 
2.1 HOUSING MARKET ....................................................................................................................... 17 
2.2 HOUSING IN DEVELOPING COUNTRIES.......................................................................................... 19 
2.3 LAND ISSUES IN DEVELOPING COUNTRIES ................................................................................... 23 
2.4 HOUSING FINANCE ....................................................................................................................... 27 
2.5 TENURE CHOICE ........................................................................................................................... 29 
2.6 HOME OWNERSHIP CONSTRAINTS AND THE ROLE OF THE GOVERNMENT ..................................... 31 
2.7 CONCLUSION ................................................................................................................................ 34 
CHAPTER 3 MIDDLE INCOME HOUSING SITUATION ........................................................... 35 
3.1 INTRODUCTION............................................................................................................................. 35 
3.2 HOUSING LAND SUPPLY ............................................................................................................... 35 
3.2.1 Public Sector........................................................................................................................ 35 
3.2.2 Private Sector ...................................................................................................................... 37 
3.2.3 Land Supply by the Individual Land Owners....................................................................... 37 
3.3 HOUSING SUPPLY ......................................................................................................................... 38 
3.3.1 Public Sector........................................................................................................................ 39 
3.3.2 Private Housing Developers ................................................................................................ 40 
3.3.3 Housing Constructed by Individual Landowners................................................................. 44 
3.3.4 Co-operative Housing.......................................................................................................... 47 
3.3.5 Slum and squatter settlements in Dhaka city ....................................................................... 47 
3.4 SUITABILITY OF HOUSING PROVISIONS FOR MIDDLE INCOME HOUSEHOLDS................................ 49 
3.5 CONCLUSION ................................................................................................................................ 52 
CHAPTER 4 SURVEY OF MIDDLE INCOME RENTERS AND HOUSING DEVELOPERS . 53 
4.1 INTRODUCTION............................................................................................................................. 53 
4.2 MIDDLE-INCOME CLASS HOUSING PREFERENCE .......................................................................... 53 
4.2.1 Housing Choices .................................................................................................................. 57 
4.2.2 Housing Affordability .......................................................................................................... 59 
4.2.3 Reasons for Unavailability of Medium Priced Housing ...................................................... 63 
4.3 SURVEY OF HOUSING DEVELOPERS.............................................................................................. 64 
4.3.1 Housing Development Process ............................................................................................ 65 
4.3.2 Problems in Housing Market ............................................................................................... 71 
4.3.3 Constraints in Providing Middle Income Housing .............................................................. 72 
4.4 CONCLUSION ................................................................................................................................ 73 
 IV
CHAPTER 5 LAND AS AN IMPEDIMENT FOR HOUSING PROVISION ................................ 76 
5.1 INTRODUCTION............................................................................................................................. 76 
5.2 RESIDENTIAL LANDS IN DHAKA ................................................................................................... 76 
5.2.1 Greenfield Land Development ............................................................................................. 77 
5.2.2 Development and Redevelopment within the City................................................................ 89 
5.3 CONCLUSION ................................................................................................................................ 95 
CHAPTER 6 HOUSING FINANCE IN DHAKA ............................................................................. 96 
6.1 INTRODUCTION............................................................................................................................. 96 
6.2 MAJOR MORTGAGE LENDERS IN THE MARKET............................................................................. 97 
6.2.1 The Bangladesh House Building Finance Corporation....................................................... 97 
6.2.2 The Banking Sector.............................................................................................................. 99 
6.2.3 Private Housing Finance Companies ................................................................................ 100 
6.2.4 Finance Schemes for Public and Private Service Holders................................................. 102 
6.3 MORTGAGE AFFORDABILITY OF MIDDLE INCOME HOUSEHOLDS ............................................... 103 
6.4 GOVERNMENT POLICY TOWARDS THE HOUSING FINANCE SECTOR ............................................ 104 
6.5 MAIN ISSUES IN EXPANDING THE FORMAL HOUSING FINANCE SYSTEM..................................... 105 
6.5.1 Distortion in the savings rates and resource mobilization ................................................ 105 
6.5.2 Interest rate subsidies ........................................................................................................ 106 
6.5.3 Subsidy targeting ............................................................................................................... 106 
6.5.4 Risks, affordability and mortgage instruments .................................................................. 107 
6.5.5 Dealing with credit risk ..................................................................................................... 107 
6.6 CONCLUSION .............................................................................................................................. 108 
CHAPTER 7 CONCLUSION ........................................................................................................... 109 
REFERENCES................................................................................................................................... 116 
APPENDIX 1 QUESTIONNAIRES ................................................................................................. 122 
APPENDIX 2 SURVEY RESULTS.................................................................................................. 124 
APPENDIX 3 CASE STUDIES......................................................................................................... 132 
 V
Summary  
The overall housing situation of Dhaka is not satisfactory at all. Dhaka is 
characterized by housing shortages, poor housing quality as well as very low 
homeownership rate. The main victims of such unsatisfactory housing situation are 
the poor, who live in very poor quality housing, slum and squatter settlements and 
sometimes are even homeless. The housing problems also adversely affect the middle-
income people who eagerly wish to own a house with secure tenure but generally are 
not able to own in current market situation and the only option left for them is to live 
in rental housing. Housing problems of the poor may only be solved by Government 
initiatives for providing low cost subsidized housing. But efficient housing market is 
needed to solve the housing problems of middle-income group. The emergence of the 
private housing developers with sufficient provision of affordable housing is 
necessary to raise the homeownership rate among middle-income group. In Dhaka, 
the first housing developer emerged in the 1960s and currently above 200 developers 
are active in the market. But the private housing market has not yet been able to move 
down market to provide lower priced housing for middle-income people. The study 
has been motivated to identify the reasons for the absence of middle-income housing 
provision in Dhaka.   
After analyzing current market situation, the study demonstrates that there are demand 
and supply side constraints in terms of housing land supply and housing finance 
which hinder the provision of middle-income housing in Dhaka. These constraints are 
mostly resulted from the failures of the government in initiation proper policies and 
measures for an efficient housing market for the provision of middle-income housing. 
It is suggested that to overcome these constraints it will be necessary for the 
government to take initiatives to support the housing market by providing inductive 
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Chapter 1 Introduction 
1.1 Background of the Study Area 
The study is about Dhaka, the capital of Bangladesh. Bangladesh is located in one of 
the largest delta systems of the earth formed by the Brahmaputra and Ganges. The 
Brahmaputra and their tributaries provided an excellent cross-country communication 
even in days when roads were few and railways unheard of (see Map 1.1). The rivers 
were divided into branches and tributaries that people would easily communicate by 
water transport from one place to another. Situated in the center of the delta Dhaka 
had a command over all the water routes. It was also comparatively well placed for 
inland communications. The geographical location of Dhaka with its network of 
inland waterways made it important location both strategically and commercially. 
Currently Dhaka is the industrial and commercial center of Bangladesh (UN ESCAP, 
1995). 
1.1.1 A Brief History of Dhaka  
The growth and development of Dhaka can be categorized into five periods, e.g. the 
pre-Mughal period (before 1608), the Mughal Period (the Islamic dynasty in the 
subcontinent which included present India, Pakistan and Bangladesh, composed of 
nineteen sovereigns which ruled from 1526 to 1858). Mughal sovereigns ruled Dhaka 
from 1610 to 1757, the British colonial period (1775-1947), the Pakistan period 
(1947-1971), and the Bangladesh period (1971 onward). In the pre-Mughal period 
people of Dhaka lived in Mahallas (specific areas where a group of people lived) and 
the inhabitants of these Mahallas specialized in specific trade or craft. Water transport 
was the principal means of communication for the people because there were very 
few roads. During Mughal period Dhaka flourished so much that its population rose to 
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900,000 at the end of Mughal period. The Mughals introduced road networks and 
changed some of the physical structures of the city. Dhaka developed as distinctive 
parts of closed localities of residential quarters and markets and pleasure gardens with 
magnificent villas of the nobility (Immamuddin, 1982) 
The defeat of the local ruler of Bengal by the East India Company in the battle of 
Palassy in 1757, paved the way for British rule in the Eastern part of India, and 
subsequently started the decline of Dhaka in trade and industry (Dani, 1962; Karim, 
1965). Its status was further reduced when the East India Company assumed the 
responsibility of Dewani (Authority for administration and trade) in 1765 and 
appointed a Council of Revenue and subsequently a collector for Dhaka. Warren 
Hastings’s policy of centralization at Calcutta further reduced the importance of 
Dhaka, and Dhaka gradually diminished in importance, and assumed the position of a 
district headquarters in 1882 (Mohsin, 1991). By 1880 this decline had reached its 
nadir, and most of the former city had either been deserted or fallen victim to the 
encroaching jungle (Ahmed, 1986). Dhaka’s population fell from 900,000 in 1765 to 
20,000 by 1937 (Amin 1991; Cadman and Payne, 1990) 
A breakthrough in the fortunes of Dhaka came in 1905, when Dhaka was made the 
capital of the newly formed province of Eastern Bengal and Assam (through the 
partition of the province of Bengal). In 1905, Lord Carzon founded Dhaka as the 
capital of the newly formed province. But this euphoria was short lived (Akhter, 
1991). The impetus of growth which was bolstered by the creation of Dhaka as a new 
capital was seriously jolted by the annulment of the partition of Bengal in 1911, when 












































































Map 1.1 Map of Dhaka City and the Location of the City in Context of Bangladesh 
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With the end of the British colonial rule Dhaka became the provincial capital of East 
Pakistan. There was an exodus of people from India into this region while a large 
segment left Dhaka. The Dhaka Improvement Trust (DIT) was established in 1956 to 
control private development and prepare schemes for planned development of 
housing, roads, commercial centers, etc. A master plan was prepared in 1959 covering 
an approximate area of 830 sq. km. and for a population of 1.5 million. The plan 
provided a proposal for land use, housing and infrastructure. Since its inception the 
effort of the DIT had been geared to providing serviced plots to high-income people. 
On the eve of independence national population had increased to 75 million and the 
population of Dhaka was 1.2 million.  
In the last phase, Bangladesh period marked a major change in the political scene with 
the emergence of Bangladesh as a sovereign state and Dhaka as the capital city. Major 
social, economic, administrative facilities and activities are concentrated in Dhaka. As 
a result people migrated towards Dhaka. The annual growth during 1961-1974, 1974-
1981 and 1981-1991 periods were 9.3%, 9.4% and 7.8% respectively (Chowdhury 
and Faruqi, 1991).  
1.1.2 Economy 
Dhaka is the capital of Bangladesh, one of the poorest countries in the world, with a 
per capita GDP of US$389 in year 2000. It faces continuous challenges in maintaining 
economic stability, improving public sector efficiency and inducing economic growth 
sufficient to alleviate the desperate poverty of a large segment of the population.      
Since the 1980s Bangladesh has moved towards establishing a liberal market-based, 
private sector driven economy. Prudent macro-economic and fiscal policies have 
resulted in the highest level of foreign reserves in decades, increased GDP and a boost 
to the value of the currency Taka compared to other currencies in the region. It 
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appears as if the economic turmoil in East Asia has had only a small impact on 
Bangladesh (Hoek-Skit, 2000). 
The economy has been diversifying. The agriculture sector, which provided 62 
percent of GDP in 1975 accounts presently for close to 21 percent of GDP. Industry 
and manufacturing contribute 28 percent. The services sector is the largest and fastest 
growing, contributing 50 percent of GDP and growing at a rate of more than 5 percent 
per year (Bangladesh Bank, 2003). 
As the specific data on the economic indicators of Dhaka city are not available, the 
national indicators like GDP at current market price and constant price and the per 
capita GDP over the last fifteen years have been shown in Table 1.1.  
Table 1.1Some National Economic Indicators (1985-2000) 
Economic Indices  1985 1990 1995 2000 
GDP at current prices, in million Taka 424,300 1105,180 1663,240 2535,460 
GDP at constant prices (base 1995-96), in 
million Taka 
- 1325,220 1663240 2157,350 
Per Capita GDP at current prices, in Taka 4,051 9,957 13,622 19,518 
Per Capita GDP at constant prices (base 
1995-96) , in Taka 
- 11,939 13,622 16,608 
Source: Bangladesh Bank, Economic Trends 
1.1.3 Population and Area   
The land area and population statistics are usually expressed in terms of two 
jurisdictions. One is Dhaka City Corporation (DCC) and the other one is of Capital 
Development Authority (RAJUK). Within DCC boundaries (with about 520 square 
kilometers i.e. 200 square miles), there are already over 7 million people and growing 
at 5.5 percent annually (1981-2000). Gross density is about 13,500 persons per square 
kilometer, whereas in some parts the density is over 38,580 persons per square 
kilometer. Outside DCC, but within RAJUK boundaries, there are 1008 square 
kilometers, wherein live another 2 to 3 million people. Densities in such areas vary 
from very high to very low. In fact, beyond DCC limit, most of the RAJUK areas are 
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not ready for proper urban development. The population growth trend of Dhaka city 
from 1961 to 1999 is given in Table 1.2. 
Table 1.2 Population and area of Dhaka city: 1961-1999 
Year Population and Area 
1961 1974 1981 1991 1999 
Population in million 0.557 1.772 3.416 6.105 9.132 
Area in Sq. Km. 90* 250* 390* 1353 1528 
* Denotes the figure is approximate 
Source: Bangladesh Bureau of Statistics & Dhaka Metropolitan Development Plan (DMDP), RAJUK  
At present the Dhaka metropolitan area consists of the inner city which is almost built 
up and surrounding areas which are semi-built up. During the period from 1981 to 
2000 the greater Dhaka population grew at an average rate of 5.5% from about 3.41 
million to 10.0 million. During the same period the built up area increased from 104 
sq. km (39% of city area) to 150 sq. km (55%). By the year 2015 the expected 
population of the city is forecasted to be as high as 15.7 million. According to United 
Nations, it is expected that Dhaka will become one of the ten largest cities of the 
world by the year 2020 with a population as large as 20 million.  
Various studies and surveys have indicated that the rapid growth of Dhaka’s 
population is mainly caused by heavy influx of migrants from the vast rural areas and 
other parts of the country (Islam, 1990). It is estimated that nearly 60 percent of the 
present population of the city are migrants. Still, in every month a large number of 
people are migrating to Dhaka for employment, education and other purposes (Seraj, 
2002).      
1.1.4 Household Income Distributions and the Middle Income Group  
Data on household incomes are notoriously difficult to compile since most households 
and individuals have several sources of income, both formal and informal (Hoek-
Smit, 2000). Remittances from relatives overseas and the informal sources of income 
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are part of many households’ income, but are difficult to trace. Therefore all 
household data are approximations.  
The income distribution projections from the 1993 ADB Institutional Strengthening 
Study are shown in Table 1.3. The projections show that the monthly income of 50 
percent of the households in Dhaka city is Tk.4750 and above and the top ten percent 
of households earn Tk.25 thousand and above per month. Hoek-Smit (2000), in her 
study, considered the households with monthly income more than Tk.25 thousand as 
high income group. And the households with income ranges from 5000 to 25000 have 
been considered as middle income. 
Table 1.3 Projected Household Income Distributions in Dhaka city, 1992 






Source: ADB, 1993 
Figure 1.1 shows that the average household income of urban areas of Bangladesh has 
increased almost by Tk.5000 in last decade, the increased income is mainly 
concentrated to the upper percentiles of the households (BBS, 2002). Considering the 
income distribution (see Table 1.3) and the increase in average household income, it 
can be assumed that the current household income of the middle-income households 
ranges between Tk.10,000 to Tk.30,000 per month which includes approximately 30 
to 35 percent of households of Dhaka. Since the income of this group varies widely, it 



















                       Source: BBS, 2002                                US$ = 58.38 Taka 
Figure 1.1 Household Income and Expenditure Increase in Urban areas (1991-2000) 
However, there is an unavoidable problem in getting the clear picture of the 
household income as well as the income groups. For example, few households, who 
are considered as middle income or even lower income according to their fair income 
(e.g. salary of service holders), may have different informal source of income. A 
public service holder whose monthly salary is Tk.10 thousands may earn even Tk.100 
thousands per month through illegal ways. It should be mentioned here that black 
money or wealth is estimated to be around 20 to 25 percent of the GNP of the country 
(Hasan and Kabir, 2002).    
1.2 Housing Situation in Dhaka     
The ever increasing population has an acute pressure on the housing of Dhaka. In 
order to cater the rapidly increasing housing demand or need, a strong housing supply 
system is essential. But due to the absence of an efficient supply system, Dhaka is 
characterized by different types of housing problems. It can be pointed out that people 
from all socio-economic backgrounds in Dhaka are facing housing problem of one 
type or another. While the homeless poor need rehabilitation, the slum dwellers need 
slum upgrading. The low and middle-income families are in need of low cost flats or 
plots and the high and upper middle-income families are complaining that the cost of 
a decent plot or a decent flat is going beyond their means (Seraj, 2001).  
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The overall housing situation of Dhaka is not at all satisfactory. In 1991, just more 
than half (59.7%) of the housing were of permanent structure. Moreover, only 46% of 
the total housing were constructed complying with the minimum building regulations 
(Urban Indicators Program Phase I: 1994–1996).  The housing situation of Dhaka is 
also characterized by very low homeownership rate. Urban indicators program of 
ADB (1994-1996) shows that only 31.9% of housing units are owner occupied, 
whereas 53.6% are rental housing. The rest of the housing stock comprises very 
insignificant social housing e.g. public housing and the housing by cooperatives or 
associations (1.2%), sub-tenant and rent-free housing (6.5%), the squatters and others 
(6.9%). Another study by Hoek-Smit (2000) shows that 65% of total housing units in 
Dhaka city are rental housing. These two different statistics of rental housing may be 
due to the increasing rate of rental tenure. If the existing housing market performance 
continues, the housing situation would be worse in near future due to the huge urban 
agglomeration. According to a recent UN data sheet, the Dhaka metropolis, currently 
the 22nd largest urban agglomeration in the world, will be the 5th largest with a 
population of 19.5 million, by 2015. In order to accommodate the expected huge 
urban population, an efficient housing supply system is essential which is currently 
lacking in Dhaka.  
The main victims of such unsatisfactory housing situation are the poor who live in 
very poor quality houses, slum and squatter settlements and sometimes are even 
homeless. Besides, the housing problems also affect the middle-income people who 
are eager to own a house with secure tenure but are not able in current market 
situation.  
The contribution of the public housing is only about 7 percent of the total housing 
stock (DMDP, RAJUK, 1995). The households served by the public housing are 
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mainly the specialized groups such as refugees, squatters and low, middle and high-
income government employees. The private housing developers emerged in the 
market in the 1960s but have been working at large scale since the 80s (Seraj and 
Alam, 1990). Private developers have not yet been able to move down market to 
provide middle-income housing. Still they are only concerned about high-income 
housing market (Chapter 3 describes the current housing market situation of Dhaka in 
details).  
Therefore, due to the absence of public and private housing providers in the middle-
income housing market, middle-income households depends on other two options for 
accommodation; one is to live in self-built housing and the other is to rent housing 
from other individual landlords. Due to prohibitive price of land and construction cost 
it has become extremely difficult to own a piece of land and to construct a house 
thereon even for upper middle-income families (Seraj, 2001). Hence, the only 
affordable housing option left for middle-income households is to live in rental 
housing by expending a significant proportion of their monthly income as rent as well 
as facing many problems, such as low quality housing, high rent, bad behavior of 
landlords, etc.     
1.3 Research Problem and Supposition  
Developing countries around the world have launched public policies to relieve the 
symptoms of poor urban land and housing market performance like high land price, 
very low home ownership rate, housing quality deficiencies, and intense competition 
between income classes for scarce housing resources. Public housing authorities have 
been established and multilateral agencies have poured millions of aid dollars into 
cities. But treating these symptoms will not cure the problem; unless land and housing 
markets are made to operate efficiently if long term improvement is to occur. For 
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example, efficient land and housing market in Bangkok has been successful in 
providing lower priced housing and in turn in improving housing affordability 
(Dowall, 1989). 
In case of Dhaka, housing problems of the poor may only be solved by direct 
Government initiatives, e.g. the provision of subsidized low cost housing. But an 
efficient housing market is needed to solve the housing problems of middle-income 
people. The emergence of the private housing developers with sufficient provision of 
affordable housing is necessary to raise the homeownership rate among middle-
income households. But currently developers are only concentrated on the high 
income housing market. Moreover, the supply from the market is not very significant. 
According to Hoek-Smit (2000), this sector has produced close to 3 percent of the 
housing over the last few years, nearly all for the higher income segment of the 
market. It is also surprising that with time the supply from the formal housing market 
is not increasing but decreasing. Currently the private housing developers are 
providing 2000 housing units per year while it was 3000 units per year in the 1990s 
(Seraj, 2002). It is expected that in a city with free market economy and gradual 
economic growth (see Table 1.1) the formal housing market will expand with time. 
But it has not been happened yet in case of Dhaka, where the first private developer 
emerged in the market in the 1960s. The study has been motivated from the 
realization that there must be some supply and demand constraints in the housing 
market which are responsible for the absence of private housing developers in the 
middle-income housing market.      
Various literatures describe that for an efficient housing market there are some 
prerequisites, e.g. ample supply of residential land, supportive government policy to 
encourage private sector involvement in housing market, availability of finance to 
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fund both residential construction and long term mortgages for buyers, etc. 
(Dowll,1989; Hoek-Smit, 2000; Buckley, 1996; Angel and Mayo, 1995). It is 
supposed that the Dhaka housing market is enduring problems related to any of the 
above prerequisites which hinder the market in being effective for middle-income 
housing.    
1.4 Research Objectives 
Based on the above suppositions, the research aims at identifying the factors 
responsible for the lack of middle-income owner-occupied housing provision in 
Dhaka. Even though a housing market is active in Dhaka for a long time, middle-
income housing is not being supplied sufficiently by the market. The market must be 
constrained by some factors which could be the demand or supply side impediments 
and these impediments are resulted by failures of the market or the government. 
Hence the study aims specifically: 
1. to identify the market impediments from the perspectives of both middle-income 
households and developers;    
2. to identify whether the shortages of middle-income housing have been caused by 
failures of the market or government by analyzing the identified constraints; 
3. to recommend some measures for a well functioning housing market for the 
provision of middle-income owner-occupied housing  
1.5 Methodology  
The empirical findings of the study are based on the structured interviews with 
different interest groups and analysis of the existing market mechanisms. The study 
began with discussions with the resource persons in the related field along with the 
review of related literatures to understand the existing housing market situation of 
Dhaka and the possible factors which may have negative impact on housing market.  
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The study is about the middle-income housing provision through the housing market. 
The housing providers and middle-income households have been interviewed to find 
out the factors responsible for the lack of middle income housing supply by the formal 
market.   
Currently there are ninety three member real estate developers of Real Estate and 
Housing Association of Bangladesh (REHAB), the business association of 
developers, and the market is dominated by these developers. Among them few are 
land developers, few are involved in both land and housing supply and the majority 
are housing developers (almost 90%). Randomly selected twenty member housing 
developers of REHAB have been interviewed through structured questionnaire (see 
Appendix 1) to know about the total development process they follow, problems they 
face in the development process, their financial sources, land acquisition system, 
reasons for their concentration only to the high income housing market, problems in 
providing middle income housing, their opinion regarding the initiatives for the 
enlargement of the housing supply for middle income people, etc. 
Almost 30 to 35 percent of total households in Dhaka are of middle-income group, 
but the household income of this group varies widely. This study has considered the 
people who would be the prospective buyers of the apartments delivered by the 
private housing market but currently are the tenants in different middle income areas, 
i.e. the tenant households with moderate income ranging from Tk.15 thousands to 
Tk.35 thousands per month. Randomly selected hundred households from different 
middle-income residential areas have been interviewed with pre-structured 
questionnaire. The questionnaire was composed of the questions regarding the 
problems in renting houses, their affordability, opinions regarding the housing finance 
available in Dhaka, their expectation regarding the apartments they want to buy, 
Introduction 
 14
factors responsible for the unavailability of the apartments within their affordability, 
initiatives necessary for the enhancement of the supply of middle income housing 
supply, etc. Besides the housing developers and middle income households the author 
has discussed with the officials of public agencies, The Capital Development 
Authority (RAJUK), National Housing Authority, Public Works Department, which 
are involved in housing provision, and the business association of the developers, 
REHAB to understand existing housing market situation as well as to identify the 
problems in current formal housing market.  
The study also depends on some case studies of public and private land and housing 
projects and self-built housing to reveal the real situation and to verify the answers, 
opinions and comments of the above interviewees. The case study includes five 
housing projects of private developers; four land development projects among which 
three are of private developers and one of public agency, and five self-built housing in 
different residential areas (see Appendix 3).  
The above interviews and discussions revealed that the factors which are influencing 
the market performance negatively are related to residential land supply and housing 
finance. Then the land developers and the housing finance institutions have been 
discussed with to understand the responsible factors and to analyze those.    
The survey includes ten land developers who are the member of REHAB as the 
market is dominated by these developers. The questionnaire includes the questions 
regarding the development process like the land acquisition system, development 
permission, source of finance; the factors responsible for the land price, problems they 
face in the development process and their opinion regarding the initiatives for the 
effective land supply essential for the provision of middle-income housing in Dhaka, 
etc. (see Appendix 1).   
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There are a few housing finance institutions in Bangladesh. Among those, only one is 
public institution named Bangladesh House Building Finance Corporation (BHBFC) 
which is in the market for comparatively a long period. Very recently other two 
private housing finance institutions have been emerged in the market. Different banks 
also have housing mortgage schemes but the survey includes only the housing finance 
institutions to know about their lending process, interest rate and terms, their 
customers, the problems they face in lending and also the reasons for high interest 
rates. The housing mortgage information of banks has been collected from secondary 
sources.    
All the required data on different related issues are not available in context of Dhaka. 
For this reason, the author has immensely depended on the experience of the experts 
in the related field. For this purpose, well experienced planners, geographer, 
developers have been discussed with to get their views and opinions on different 
issues of the study.    
Besides the interviews, in order to get information and insight about the land and 
housing finance issues of Dhaka,  the study has depended on documentary materials 
of public organizations, research cells of different local and world wide organizations, 
e.g. Bangladesh Bureau of Statistics, the Central Bank of Bangladesh, REHAB, 
Center for Urban Studies (CUS), Asian Development Bank, UN ESCAP.   
1.6 Thesis Outline 
The thesis consists of seven chapters. Chapter One is the introduction which includes 
the background of the study area, the research issue and motivations, objectives and 
research methodology. Chapter Two presents the literature review related to the 
research issues. In order to acquire a better knowledge about the housing situation of 
Dhaka, the land and housing delivery subsystems and the housing provision for 
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middle income people in current market situation of Dhaka have been described 
briefly in Chapter Three.  
Chapter Four addresses the survey results. From survey findings the issues 
responsible for the lack of middle income housing supply by the developers have been 
defined in this chapter. Chapter Five and Six are about the constraints of the housing 
market which have hindered the supply of middle income housing. Chapter Five 
describes the land issues in Dhaka city while Chapter Six explains the housing finance 
problems. Chapter Seven contains the conclusion of this dissertation and some 




Chapter 2 Literature Review 
This chapter aims at reviewing the relevant literatures with respect to the main 
focuses of this study such as housing market emphasizing the developing country’s 
situation, housing development process, actors in development process, land supply 
and land management issues, housing finance, etc. The relevant literatures will 
develop a conceptual framework based on which the research will be carried out.   
2.1 Housing Market 
Clearly some housing problems stem directly from poverty. Improving bad housing 
conditions because of low incomes must be accomplished by improving the 
productivity and income of the poor. But many countries which are succeeding in the 
task of general development find housing conditions lagging behind economic 
growth. Many countries at all levels of development find housing conditions worse 
than they need be because their housing markets function poorly (Malpezzi, 1990).         
 
Figure 2.1How Housing Markets Work (From Mayo et al. 1986, Malpezzi, 1990) 
Malpezzi (1990) has described a schematic diagram (Figure 2.1) of the workings of 
housing markets. Inputs such as land, labor, finance, materials and infrastructure are 
contributed by supply-side agents such as landlords and developers to produce 
housing services. The demand for housing comes from homeowners and renters 
which are affected by income and population increase. Relative prices inform 
producers of housing services about whether to provide more or less housing, and the 































Several other important features of housing markets are implicit in Figure 2.1. First 
transactions within and across “boxes” are possible only to the extent property rights 
are defined, recognized and enforced. Second, government interventions can have 
profound effects on the operation of the housing market. Third, fully understanding 
housing markets requires analysis of key input markets and the regulatory 
environment, as well as revealed market behavior in the housing market per se 
(Malpezzi, 1999).  
From the perception of how housing markets work, it can be realized that the efficient 
performance of housing markets depends on some conditions which could be termed 
as prerequisites of efficient housing markets. Efficient land market operation is 
essential to maximize the potential delivery of affordable housing (Mayo, Malpezzi 
and Gross, 1986). In order for housing market to operate efficiently several 
conditions must hold. First, land markets require an ample supply of land for 
residential development, and they must be free of bottlenecks and constraints which 
slow the delivery of residential lots to homebuilders or households. To meet this 
requirement, infrastructures must be continually made available. Second, efficiency 
requires competition. This implies that entry into the housing development industry 
must be fluid, and lack substantial barriers hindering the entry of new firms from the 
marketplace. Finally, an ample supply of finance capital is required to fund residential 
construction and long-term mortgages for buyers (Dowall, 1989). In assessing the 
housing market performance two important demand-side and supply-side indicators 
are housing credit portfolio (the ratio of housing loan to total credit of the country) 
and land development multiplier (developed land price/raw land price) respectively 
(Angel and Mayo, 1995). That means the performance of housing market depends on 
the availability of housing mortgage and the developable land.  
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2.2 Housing in Developing Countries 
As the research is about the housing market situation of Dhaka in a developing 
country, the literatures on the Housing Markets in developing countries have been 
reviewed to get ideas about the working procedures the markets follow and the 
problems and prospects of housing markets in such less developed countries. 
Pressures on urban growth in the developing world have put enormous strain on urban 
housing markets. During the early 1980s, nine new households were formed for each 
permanent dwelling built in low income countries (World Bank 1988). The gap 
between supply and demand in most developing countries is widening (Brennan, 
1993).  
Housing in developing countries is characterized by some general features. Relatively 
high house price to income ratio is very common among the developing countries. 
According to Malpezzi (1990), in countries with less elastic supply for whatever 
reason, asset prices will bid up, and he commented that the poor housing finance 
performance is responsible for the inelastic housing supply and resulted high housing 
price to income ratio. Developing countries’ housing stocks are dominated by rental 
tenant units. Roughly 40 percent of the world’s urban dwellers are renters; in many 
developing country cities, two-thirds or more of the housing stock is rental. While in 
many countries owner-occupation has increased gradually with development, in UK 
the decline of private rental housing was precipitous (Malpezzi, 1990). Another 
characteristic of housing markets in cities of developing countries is the domination of 
the informal housing supply because of the deficiencies in formal housing; comments 
from several studies have proved this issue (Brennan, 1993; Islam 1996; Hoek-
Smit, 2000; Sivam, 2002). Formal developments are those that have the legal 
sanction of the planning agency prior to the development, have been developed within 
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the framework of government rules, regulations and controls and have a minimum 
required standard of environmental quality and infrastructure. Informal developments 
are illegal and are composed of unauthorized colonies and squatter settlements. These 
have mostly emerged because of non-availability or unaffordability of housing in the 
formal housing market.  snub  
There are several studies on the housing market and housing supply system in 
developing countries, however most of them are regarding the low income housing. 
Few of these are the stories of success while most of them are about failure and 
problems. However most of the studies have focused the low income housing issues. 
Dowall (1989) in his study has described the land and housing market of Bangkok 
which he mentioned as efficiently performing housing market. To narrate the 
successful market performance of Bangkok he mainly focused on the performance of 
formal private sector increased supply of developable land, land prices and overall 
housing affordability improvement. The study is based on extensive surveys of 
projects, developers, households, and the interpretation of aerial photographic 
information. He concluded with the comment that the Bangkok story is a “happy” 
one, and it should be of considerable interest to those committed to improving third 
world housing conditions. Subsequently in another study in 1992, Dowall reassessed 
Bangkok’s housing market. He described some emerging problems as high land price, 
lack of co-ordination of private land development and also described how effectively 
the developers responded to these problems. This second assessment of the Bangkok 
land and housing market has provided new insights to policy makers. It has illustrated 
how rapidly the pattern of land development has shifted in Bangkok and also 
illustrated the critical need for new government initiatives.      
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In another study Seik (1992) has illustrated the provision of low-cost housing by 
private developers in Bangkok. He has pointed out some market and non-market 
enabling factors as well as some market and non-market impediments for low-cost 
housing development in Bangkok. He mentioned land price as both an enabling and 
an impediment factor. But he explained it in the way that while the prices of land 
were unfavorable for most developers (who, therefore, did not develop low-cost 
housing), they were favorable for a small minority of the developers in Bangkok who 
had been able to use land acquired at a price below the current market value. These 
studies reveal that land supply has an important and critical impact on the 
performance of housing market.  
Kuwait is another successful story of housing supply for all strata of its citizens. 
Alawadi (1980) has explained the Kuwait Government’s methods in solving its 
housing problems by providing its citizens with adequate houses in a healthy 
environment. Analyzing few government housing schemes the author has pointed out 
several reasons for the success of the government in providing housing for its 
residents: (1) Adequate studies of the present and future housing needs in Kuwait (2) 
The comprehensiveness of the housing plans which incorporated not only the physical 
aspects of housing, but also the socio-economic and cultural ones. (3) The 
government’s belief in helping those citizens who are in housing need, especially the 
low and middle-income citizens and those who are not within these categories but 
cannot afford to build their own houses. (4) The government’s adequate utilization of 
its financial and manpower resources to meet housing demands. (5) The government’s 
flexible financial loan policy to its citizens.  
Choguill (1988) in his research on Bangladesh housing has described the problems in 
providing low-income housing. To analyze the problems he used different 
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government projects such as resettlement schemes, infill projects and upgrading 
projects. The study findings show that the main problem encountered in providing 
low-income housing is the financial one. He concludes with some problems regarding 
the finance and also some problems regarding the practice of urban planning and 
recommends that these conclusions must be acknowledged before real progress on 
Bangladesh’s housing problems can be made. 
The sustainability issues of urban housing in Bangladesh have been focused by Islam 
(1996).  Bangladesh, a low-income country, experiences an unsatisfactory situation in 
urban housing. The public sector is weak and whatever capacity it commands is 
exhausted in serving the small upper and upper-middle income groups. The organized 
formal private sector is much too small and it only addresses the needs of the rich. 
The fairly large middle class looks after itself and tries to manage its housing needs 
against many odds and constraints. The predominant group, the poor, are left to be 
served or exploited by the informal entrepreneurs in the slum and the squatter 
settlements (Islam, 1996). He mentioned that the provision of easy access to housing 
finance, access to land, realistic building standards and access to affordable building 
materials along with community involvement are some of the options towards 
achieving a sustainable housing policy in Bangladesh.     
Sivam (2002) has described the problems in housing delivery sub-systems in Delhi 
and also suggested some policy guidelines to overcome these problems for better 
housing situation. Nearly half the population however lives in conditions of miserable 
poverty, crammed into overcrowded slums and hutment. Delhi’s informal housing is a 
reflection of a poor and inappropriate urban planning system, with a lack of public 
investment and restriction in the formal land and housing market (Sivam, 2003). The 
study reviews the housing delivery system and the problems associated with the 
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housing delivery system in Delhi and presents a broad guideline for policy makers to 
improve the housing delivery system in Delhi. It was found that to improve the 
housing delivery system of Delhi multiple sectoral (public, private, co-operatives, 
NGOs etc.) approaches are required. The study demonstrates that the informal 
housing sector and its quality can be improved and transformed into formal housing 
by improving the essential infrastructure.   
2.3 Land Issues in Developing Countries 
There are complex linkages among population, land and housing issues. Because of 
its locational fixity, housing markets are profoundly affected by the operation of land 
markets, and by infrastructure (Malpezzi, 1999). Throughout the developing world, 
rapid population growth from continuing high rates of natural increase and in-
migration has resulted in a high rate of urban land consumption (Brennan, 1993). The 
land development and land market situation in developing countries are almost similar 
with few exceptions. The literatures on the land development issues in developing 
countries will certainly give an insight about the possible process and problems of 
land development in study area.    
Like housing market, the land development and land market in developing countries 
are also characterized by some common features which are revealed from different 
literatures. Developing countries are lacking of proper administration of urban land. 
Land administration functions may be divided into four components: juridical 
(holding and registration of rights in land), regulatory (land development and use 
restrictions) and fiscal (revenue collection) and land information management (Dale 
and McLaughlin, 1988). The most prominent constraint in land development is 
related to the land tenure security. An estimated 20-40 percent of all urban 
households in developing countries are living on land to which neither they nor their 
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landlords have legal title (Malpezzi, 1990). Due to such tenure problem property 
transactions are slow or stalled; incentives for new construction and upgrading are 
depressed; lenders are unwilling to extend credit for property holders without clear 
title; and property taxation is impeded, often with the result that infrastructure 
investments can neither be made nor maintained because costs are not recovered. 
Systems of land tenure are therefore needed which can improve the efficiency and 
equity of land markets within cultural and legal systems acceptable to all sections of 
the population (Sivam, 2002).  
Many cities have master plans prescribing directions of urban growth, but these plans 
rarely are realized and languish in metropolitan planning office as irrelevant 
document (Brennan and Richardson, 1989). Experience has shown that master plans 
tend to be static, and fail to consider the consequences of the changing economic 
demand for space. Other western tools used in developing countries are zoning 
ordinances, building regulations and by-laws, permits, inspections and penalties. 
Dunkerley (1983) states that in all developing countries, with rare exceptions, 
implementation of regulations and controls are limited. The problem with these rules 
is that their implementation is time-consuming, and gives opportunities for corruption. 
Complicated procedures and delays increase the land value artificially, as the demand 
for developed land is very high in the rapidly growing cities of developing countries. 
For example, according to Farvacque and McAuslan (1991), in Lima, Peru, sub-
division plan approval takes an average 28 months and building approval takes 12 
months. They also state that in Malaysia the administrative process of receiving, 
examining and deciding on an application for conversion and sub-division could take 




Other function of land administration is taxation. It can be argued that tax instrument 
have largely unsuccessful to contribute to the efficient use of land due to problems in 
policy and implementation. So far, they have been isolated revenue-generation 
instrument, and even as such they have been unsuccessful (Baken and van der 
Linden, 1992). Land information management is crucial for better land management 
and it is the way to integrate all the functions of land administration. Lack of efficient 
and transparent land and property information in developing countries is a hindrance 
to efficient functioning of the land market (Sivam, 2002). 
Efficient land supply in developing countries suffers from land speculation. In most 
of the third world cities there are no investment opportunities which are as profitable 
as land. Combined with the inability or unwillingness of governments to take serious 
measures to stop speculation (by creating equally profitable investment opportunity or 
enforcing adequate tax regulations) this has led speculation to take excessive forms 
(Baken and van der Linden, 1992). However in different countries measures have 
been taken to control land speculation, but they have not been successful due to the 
defects in the measures. For example, in India and Pakistan, where government has 
long tried to control speculation, restrictions on multiple holdings, size of holdings, 
and the warehousing of vacant land have been circumvented by tactics ranging from 
litigation to substituting family proxies (Brennan, 1993).   
The supply of developable land is also restricted by the lack of infrastructure. Slow 
provision of infrastructure and services can cause the bottlenecks in supply of 
serviced land. This is often the case where government agencies are in charge of 
providing infrastructure as is the case in many South Asian countries and countries 
with transition economies. Some studies have shown that the average time lag 
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between the announcement of a land development scheme and actual delivery of 
severed plots can take as long as five years (UNESCAP, 1995). 
Until recently, land development and utilization in third world cities were mostly 
informal, especially in case of low-income housing. In many cities the supply of land 
through squatting has been substantial. Its sources were the ‘crown properties’ which 
the newly independent government inherited from the colonial administration, non-
agricultural waste land in the fringe of rapidly growing cities, abandoned private lands 
not suitable for commercialized urban development (Baross and van der Linden, 
1990). But it has already been argued that urban land markets in developing countries 
are now becoming articulated and commercialized by increasingly powerful and 
integrated private organizations with the result that the options for informal solutions 
have been already reduced and will rapidly become more so (Angel et al. 1984). This 
argument is based on the review of a number of case studies from South East Asia.  
What appears to be changing in developing countries is that an increasing proportion 
of the land on which low-income settlements grow and develop is now supplied by 
commercial entrepreneurs who either circumvent the administrative apparatus which 
is supposed to regulate urban development or corrupt it so thoroughly that even 
government land can be subdivided as a commercial operation. Baross and van der 
Linden (1990) has termed such land development as Substandard Commercial 
Residential Subdivision (SCRS) and narrated some generalized features of SCRS. In 
short, planned layouts, low service levels, suburban locations, high tenure security, 
non-conformity with urban development plans, and ‘self-help’ housing are the generic 
features of SCRS.            
Literature Review 
 27
2.4 Housing Finance 
In developing countries, housing conventionally costs three to four times the 
combined annual incomes of the owners, so that almost all housing require housing 
finance. With a typical down payment of between 5 and 20 percent of the total price, 
finance is needed to cover about 80 per cent of costs and is usually repayable over 
twenty years (Datta and Jones, 1999). In practice, the direction of housing finance in 
a country could be said to depend on whether decision-makers consider as myth or 
reality the following three views: first, that housing is consumption and therefore 
investment in housing should be suppressed or given a very low priority, second, that 
household savings cannot mobilize because the poor do not save; and finally, that 
housing finance institutions are clearly not important to urban development, as should 
be evident from the fact that 80% of housing investment is made without mortgage 
lending in developing countries (Renaud, 1987). 
Mortgage financing is highly limited in developing countries. The formal sector 
finances only a small portion, less than 20 percent, of home purchases in many cities 
of the developing world so that loans from relatives, employers and money lenders 
supplement savings and current income to finance housing (Renaud, 1985). This is 
mainly because of the lack of stable long-term sources of funds and the narrow base 
of the financial institutions engaged in housing finance. Attempts in many developing 
countries to use housing finance as a means to promote social objectives further 
discourage the entry of potential private-sector players into the home loan business 
(Kim, 1997).   
Buckly (1994, 1996) and Malpezzi (1990) argued that the better the housing finance 
system performs, the lower housing prices relative to incomes. Malpezzi (1990) 
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showed a simple positive correlation between house prices and positive real interest 
rates across countries.  
As general financial liberalization proceeds apace, housing finance systems are 
becoming ever more integrated with financial markets in general. Rather than relying 
on direct household deposits, more institutions are relying on broader capital markets 
as source of funds. Housing finance is becoming more competitive, and actors are 
making ever more use of modern risk management techniques (Renaud, 1997).  
In the 1970s and 1980s many developing countries adopted some variation of the 
long-term fixed rate mortgage as the model instrument for their formal housing 
finance institutions. In the 1970s, high and variable inflation made reliance on 
adjustable or indexed mortgage instruments untenable (Malpezzi, 1999). A popular 
form of mortgage instrument is so called dual index mortgage (DIM). The DIM is 
designed to deal, within limits, with the problems of wages which do not track general 
price levels contemporaneously. Chiquier and Renaud (1992) stimulate the 
outcomes of the DIM and concluded that even DIMs have their limits; in markets with 
long periods of high price inflation and stagnant or falling wages, DIM can also 
“break”. This and other studies, such as Buckley et al. (1993) demonstrate that no 
instrument can fully substitute for sound macroeconomic policy.            
While different mortgage instruments have been suggested for efficient housing 
finance system, Renaud (1999) has suggested the enabling role of public sector rather 
its direct involvement in market for the efficiency of the market. In developing 
countries, international experience as proved beyond doubt that purely government-
managed institutions--while seemingly created in the public interest-- ultimately 
become inefficient, monopolistic and bureaucratic. They often use their privileged 
access to government to stifle competition elsewhere in the financial system. As a 
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result, the range and quality of available financial services and instruments are quite 
limited. Housing finance is extremely scarce in most developing countries in sharp 
contrast with industrial countries where housing-finance-related assets form a major 
share of the markets. In developing countries, governments will continue to have a 
role in putting in place certain types of financial institution, but they should not 
involve themselves in management. They will continue to have a strong if indirect 
role in regulating (not controlling) the private sector to prevent institutions from 
becoming monopolies or operating against the public interest. 
Table 2.1 Risk management in housing finance 
The nature of risk  Management 
Credit risk: principal and interest will not be paid 
on a timely basis.  
Appropriate underwriting and enforceable 
contracts. 
Liquidity risk: money will be needed before it is 
due.  
Access to long-term funds possibly through 
wholesale liquidity facility. 
Cash-flow risk: changes in market conditions 
will alter the scheduled real or nominal cash-
flows. 
Appropriate instrument design. 
Agency risk: a divergence of interests will cause 
an intermediary to behave in a manner other than 
that expected. 
Adequate capital and supervision. 
System risk: a crisis at one institution or in one 
part of the system will spread to the rest 
environment. 
Appropriate institutional design that can 
accommodate changes in the economic of the 
system. 
Political risk: that the legal and political 
framework within which the lending takes place 
will change. 
Same as above 
 Source: Diamond and Lea (1995). 
Diamond and Lee (1995) have described the nature of risks in housing finance and 
the management of these risks. Housing finance risks and their management can be 
described very briefly as above. 
2.5 Tenure Choice 
Doling (1973) has described the determinants of the tenure decision process by using  
a two-stage model, which discriminates between buyers and sellers in the housing 
market, by using household information and housing preferences of renters of public 
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housing including some possible buyers who accepted the offer made by the 
government to sell the housing. In the study, Doling (1973) concluded that only a 
minor changes in public policy regarding fair rent or rent rebate, housing mortgage 
could lead to large scale moves towards ownership.  
Tenure choice depends on income, household characteristics, and the price per unit of 
housing service (Lim et al., 1980). While Bourassa (1995) argued that borrowing 
constraints also have negative impact on home-ownership rate. Malpezzi (1990) also 
commented alike; according to him home-ownership increases with income and the 
availability of housing finance.    
Roughly 40 percent of the world’s urban dwellers are renters; in many developing 
country cities, two-thirds or more of the housing stock is rental. While in many 
countries owner-occupation has increased with development, in UK the decline of 
private rental housing was precipitous (Malpezzi, 1990). It is often suggested that 
increasing the rate of home-ownership is one of the major goals of national housing 
policy. The rationale is that greater home-ownership would improve the general level 
of housing quality and facilitate savings and wealth accumulation of households (Lim 
et al., 1980). 
A number of papers have presented evidence that in some cities, large fractions of low 
income households own in the informal sector; as income rise they rent in the formal 
sector; and the richest again become homeowners (Malpezzi, 1999). Yet such 
patterns have not been scrutinized or explained carefully. Strassman (1980) suggests 
that availability of services such as piped water may catalyze investments by some 
households and make the shift to renting such units attractive relative to current 
owners of informal units without such amenities. In a very stylized version of such a 
world, we would observe the lowest income households owning very low quality 
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housing, perhaps in the informal sector or with little tenure security; past some 
threshold, households would begin into a higher quality rental submarket; finally, at 
higher incomes and (perhaps) overcoming financial constraints, households would be 
able to purchase such housing.  
2.6 Home ownership Constraints and the Role of the Government  
The most important home ownership constraint can be defined as an economic one in 
terms of the gap between affordability and housing cost (Sivam and Karuppannan, 
2002). Affordability is related to permanent household income, transitional income 
and the availability of housing finance. However, housing finance can be considered 
as the most significant factor in respect of the affordability in developing countries. 
By analyzing the impact of borrowing constraints on home ownership Linneman and 
Wachter (1989) concluded that even in well developed capital markets, the presence 
of borrowing constraints adversely affects the home ownership propensities. Another 
study by Arimah (1997) emphasizes the accessibility to housing land along with 
some other factors such as income, housing finance, as the prerequisites for home 
ownership. It is necessary to make land readily available as it constitutes one of the 
key inputs into housing production. And according to Arimah (1997), Government is 
responsible for making land available for housing development.    
Home ownership constraints in respect of Dhaka have been reflected in the studies by 
Rahman (1990) and Hoek-Smith (2000). According to Rahman (1990), the most 
important home ownership constraint for middle-income households in Dhaka is the 
gap between affordability and housing costs. In his study Rahman (1990) has 
mentioned several reasons which have made the cost of housing unreachable for this 
group. The costly inputs of housing have made housing unaffordable for middle 
income people; the land is the crucial issue to consider in the context of housing 
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affordability while he also blamed the high construction cost. Rahman (1990) also 
discussed the affordability problems of the study group which are caused by the 
unavailability of suitable housing finance.  
In another study on the housing finance for low and middle income people in 
Bangladesh, Hoek-Smit (2000) has described that in current market situation of 
Dhaka city, considering the high land price, it is almost impossible for even a higher 
middle-income household to own a house in Dhaka city. She mentioned that the price 
of a minimum sized building plot in even lowest income area would still ten times the 
annual income of higher middle income households. Analyzing the existing housing 
finance situation, she commented that the existing mortgages are not suitable for low 
and middle income people. For existing unsuitable housing situation for middle-
income households, Hoek-Smith (2000) has mainly blamed the government for the 
lacking of suitable policy measures for the remedy of existing problems.   
It is evident from different literatures that public sector contributions are very 
significant behind most of the successful stories of housing provision systems where 
home ownership constraints are very negligible. Public sector involvement is 
appreciated in some literatures while criticized in some as well which also reflects the 
importance of proper public sector initiatives for efficient housing provision system. 
Li (2002) has described the role of the government for the growth of mass 
homeownership in Taiwan. According to Li, housing provision in Taiwan is moving 
toward the commodification form in the system. The development toward a 
commodity form of housing is strongly supported by the government in that it 
provides a financial subsidy on mortgage interest rates. Government policy in Taiwan 
is not only to promote home ownership but also to support the market mechanism.  
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The policy of successive Thai Governments has been presented by Sheng (2002) as a 
good example of an enabling housing environment for formal and informal housing 
production. Analyzing the public and private sector involvement in housing provision 
in Bangkok the author has concluded that Government housing policy has indeed 
been successful in providing housing for all strata of people. With government 
support private developers have produced the cheapest housing possible and banks 
have provided housing loans at the lowest interest rates possible.  
Gallent et al. (1998) in their study have discussed how planning policy may be used 
to restore an improved balance of tenure choice in UK. According to Gallent et al 
(1998), only efficient market mechanism is not sufficient for balanced housing 
provision. Well formulated planning policy and proper implementation are the 
prerequisites for wide and balanced tenure choice and satisfactory housing situation. 
The home ownership rate in Hong Kong is very high. Public sector involvement, by 
enabling private sector for increasing affordable housing supply as well as by 
providing public housing at minimum cost, is the main factor for such high home 
ownership in Hong Kong. Hong Kong Governments contributions in Housing 
provision are evident from the study by Yu (1997) and Grange and Pretorius 
(2000).  
Malaysian government has intervened widely in the housing system with the intention 
of meeting the housing needs of all sections of the population, but the system has not 
always developed smoothly and its development has rarely been according to the 
intensions stated in the five-year plans (Agus, 2002). The author has criticized the 
role of the government in respect of land-use policies, building codes and planning 
policies, production and construction policies and management and distribution 
policies. He commented that due to the drawbacks in the above policies the provision 
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of housing for specially the urban poor has not been successful. According to Agus, in 
many respects the main responsibility for improving the performance of housing 
system may be said to lie at the federal government level.    
The paper by Sivam and Karuppannan (2002) has shown that governments of India 
have tried to provide adequate housing for everyone as a social obligation. However, 
under the impact of enormous growth in the numbers of people migrating to cities and 
needing a place to live, especially in large cities, governments have failed to meet 
their primary responsibility of providing housing for urban poor. According to Sivam 
(2002) the beneficiaries of government housing supports are mainly the middle- and 
higher-income groups but not the poor. The author believes that joint initiatives by 
both public and private sectors can solve the housing problems where the role of the 
government should be to strengthen the environment for participation by private and 
other sectors in the provision of low-income housing.  
2.7 Conclusion 
The literature review shows that efficient housing provision system has some 
prerequisites. Efficient housing market operation mainly depends on supporting 
government policies and implementation, ample supply of housing land and 
affordable housing finance. Different literatures show that generally people are 
inclined to homeownership but such intention is constrained by different factors 
related to household affordability and housing cost and all these factors are highly 
influenced by government policies and initiatives. All the literatures reviewed have 
developed the conceptual framework to carry out the study. The study will try to find 
out the factors responsible for the current housing situation in Dhaka where middle-
income households are not able to own home.  
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Chapter 3 Middle Income Housing Situation 
3.1 Introduction 
The housing provision system of Dhaka comprises supplies of housing and housing 
land plots. The land market involves the provision of tracts of urban land, which are 
divided into plots and provided with basic supporting services. Titles to the plots can 
either be sold or leased to those who wish to build their own houses on them. And the 
housing marker includes both rent and sale of housing. A variety of processes and 
suppliers are involved in both land and housing market.  This chapter describes the 
land and housing supply sub-systems exist in Dhaka.  
3.2 Housing Land Supply    
 
Figure 3.1 Land Supply Sub-Systems in Dhaka  
3.2.1 Public Sector 
The public sector has been carrying out land development projects for a few purposes: 
to rehabilitate the Muslim refugees from India after 1947 (Chowdhuri and Faruqui, 
1990), to resettle the squatters created due to the migration of a large number of 
people to the capital (Rashid, 2002) and to provide residential plots to the general 
public.  
The government policy is to act as an enabler in order to increase access to land and 
other supporting facilities especially for low and middle-income groups and the 
construction of housing will generally be left to the private sector and the people 
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themselves (National Housing Policy, 1993). According to this policy government 
provides plots to residents. However, housing land provision by the public sector 
mainly serves high-income and powerful people due to the lack of fairness in plot 
distribution. Some people even accuse the Capital Development Authority (RAJUK), 
the most prominent government organization involved in land development, of being 
a center of corruption and as an organization that serves only the interests of the rich 
and powerful (Islam, 1998). The public agencies sell lands only to individuals and 
have not yet taken any initiative to make housing land available for housing 
developers.       
RAJUK and National Housing Authority (NHA) under the Ministry of Housing and 
Public Works are involved in housing land provision. NHA has so far taken a few 
land development projects like Lalmatia, Mohammadpur, Kalyanpur, Mirpur. The 
purpose of these housing land development projects was to rehabilitate refugees and 
squatters as well as to provide housing plots to government employees and general 
public. These housing land projects consist of residential and rehabilitation plots (for 
previous land owners), health centers, schools, mosques, parks, play grounds, etc. On 
the other hand, RAJUK has started land development since the 1960s for the middle 
and high-income people. Dhanmondi, Gulshan, Banani, Baridhara, Uttara etc. are the 
residential areas developed by the land projects of this organization.  
NHA has provided almost 10 thousand residential plots till 1998. The size of the plots 
provided by NHA varies from 1.75 to 7 katha (1katha = 720 sq.ft.). The smaller plots 
have been provided in the refugee rehabilitation schemes (Author’s Survey, 2003). 
Comparatively lower prices of these plots were payable in installments and on hire-
purchase basis. RAJUK has supplied not more than 10 thousand residential plots to 
middle and high-income households (Seraj, 2001). To portray the scenario of the 
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residential land development projects of RAJUK a description of an ongoing project 
is given in Table 3.1. However, the previous land projects of RAJUK, such as 
Gulshan, also includes plots of 20 katha.   
Table 3.1 Plots and Prices of an ongoing project of RAJUK: 
Size of Plots in Katha* Total Number of Plots Price (Taka per Katha) 
3 2890 150,000 
5 2977 165,000 
7.5 1133 175,000 
10 992 200,000 
*1 Katha = 720 Sq. ft.  
Source: RAJUK website, 2003                                                 
3.2.2 Private Sector 
Since the 1960s private sector companies have been involved in the market. 
Developers purchase lands in fringe areas from individual owners and sell to 
individuals after developing as housing plots.   
The size of plots provided by the private developers generally varies from 2 katha to 5 
katha while the price of plots varies widely with the location of projects as well as the 
position of plots within the project and with the size of plots. The unit price of the 
plots varies from Tk.150 thousand to Tk.550 thousand. It should be mentioned here 
that the price of raw lands acquired by the developers to develop as housing land is 
only Tk.15 thousand to Tk.50 thousand per katha (Author’s Survey, 2003).  
Land developers in Dhaka are usually involved only in land development. There are 
very few developers who are involved in both land and housing provision. Recently 
such developers are carrying out housing projects in their own housing land projects. 
However, it is very rare as these land projects are usually located far from the city and 
take long time to be livable.    
3.2.3 Land Supply by the Individual Land Owners 
It is a very primitive system, where the individuals acquire land from individual land 
owners. Permanent residents of Dhaka inherited lands from their ancestors and the 
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people who migrated to Dhaka in very early period also could buy lands at very low 
price. These people held their lands for speculation. The individuals who purchased 
plots from the government land projects also could sell the plots later for high profit.  
Financially capable households acquire lands within the city from individual land 
owners and construct house on that. Individuals, who have the financial ability, also 
try to buy more than one parcel of land from other individuals for speculation. In this 
way lands are being divided into smaller plots and handed over to different owners. 
3.3 Housing Supply  
There is a variety of housing delivery subsystems in Dhaka. The private sector, 
composed of a predominant informal sector and a small formal sector, has supplied 
93% of total housing (BBS: Household Expenditure Survey, 1988-1989). The 
informal sector includes the provisions of both sub-illegally and illegally constructed 
housing. Sub-illegal housing supply includes the housing constructed on legally 
occupied land but violating building codes. The slums are also developed in the same 
way. The individuals develop very low quality slums on own land with legal title but 
the construction is illegal while the Squatters are fully illegal housing supply system 
where the land is illegally occupied.  
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Source: The percentages of different housing supply have been delineated from Household Expenditure 
Survey 1988-89, BBS, Islam, 1985-86 
Figure 3.2 Housing Delivery System in Dhaka 
3.3.1 Public Sector 
Under the Ministry of Housing and Public Works, Public Works Department (PWD), 
NHA and RAJUK are involved in providing housing for civil servants as well as for 
general public. However, the contribution of public sector is not very significant. 
Housing provision by the public sector was first initiated only for the upper class 
government employees in the early 20th century and after the end of British colonial 
rule in 1947 housing was provided for the general public who were mainly the 
Muslim refuges from India (from PWD web: http://www.pwd.gov.bd/index.html).  
PWD was established in 1854. Before 1947, it provided housing only for high govt. 
officials like ministers, but since the early of 1950s it started to provide housing for all 
strata of public servants. According to PWD officials, the housing provided by PWD 
has been able to accommodate only 10% of the total public service holders in Dhaka 
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(Author’s Survey, 2003). However, the housing provided by PWD only contribute to 
the rent market as the public service holders only can rent out these houses during the 
period of their service.  
National Housing Authority was established in 1958 with a different name and after 
few reforms recently has got the present structure and name. Till 1999 this 
organization has provided 18268 single houses with minimum requirements for the 
rehabilitation of homeless people and refugees, and 2969 flats in multi-storied 
buildings for lower middle-income people in Dhaka (Author’s Survey, 2003). NHA 
provides housing for govt. employees as well as for general public in own land 
development projects.  
The main responsibility of RAJUK is to prepare and execute all type of physical plans 
for Dhaka, and the other significant activity is to execute land development projects. 
However, it has developed 42 five storied apartments at Banani, and Staff quarters at 
Malibag, Banani, Uttara and Badda for public service holders. Recently it has 
constructed 260 high-income apartments for bureaucrats in Gulshan and Banani.  
3.3.2 Private Housing Developers 
At present above 200 real estate companies are involved in the housing market of 
Dhaka while in 1988 there were less than 20 developers. At present there are 93 
developers who are the member of the Real Estate and Housing Association of 
Bangladesh (REHAB), an umbrella organization of developers. Currently all the 
member developers of REHAB which account for about 90% market share are 
collectively delivering about 2,000 housing units per year and during the last 20 years 
the members of REHAB have created homes for almost 20,000 families who are 
mainly of high-income group. However, there are many other companies or 
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individuals engaged in such development in smaller scale who are selling apartments 
to friends and relatives only (Seraj, 2001).  
To depict the housing supply situation of private housing market, the size, price and 
location of the apartments in all ongoing projects in the year 2003 are listed in Table 
3.2.  
Table 3.2 Highest and lowest size and price of apartments in all ongoing housing projects 
according to different locations 
Size of Apartments 
(Sq.ft.) 
Price of Apartments 
(Tk. per Sq. ft.) 




Lowest  Highest  Lowest  Highest 
Banani  5 100 1370 2380 1794 2000 
Baridhara 5 10 1135 3000 2125 2333 
Dhanmondi 21 430 1180 2900 1850 2500 
Elephant Road 6 180 1100 1680 1500 1700 
Gulshan 34 690 1320 5900 1813 2600 
Green Road  4 120 750 1750 1500 1700 
Lalmatia 14 280 993 2150 1600 1850 
Mirpur 3 60 750 1400 1475 1500 
Mogbazar 3 90 840 1690 NA NA 
Mohammadpur 5 80 798 1565 1550 1750 
Niketon 14 280 900 2135 1478 2100 
Segunbagicha 3 90 970 1825 1500 1831 
Shamoly  2 50 830 1133 1400 1500 
Shantinagar 8 240 900 1785 1500 1650 
Siddeshwary 3 90 883 1775 1600 1700 
Uttara 20 400 1215 2748 1500 1800 
Total 150 3190 - - - - 
**One Project includes one or two, seldom three or four multi-storied residential buildings, and these 
buildings usually comprise 10 to 30 apartments depending on the height of the building (the usual 
height is 6 stories). Hence such housing project usually includes 10 to 50 apartments depending on 
the housing plot size and building height.  
Source: Author’s Survey, 2003 
Table 3.2 shows that apartment projects are concentrated in Gulshan, Dhanmondi, 
Uttara, Lalmatia and Niketon. Housing developers are targeted at providing housing 
for high and a few for upper middle-income people. The characteristics of these areas 
indicate that this housing provision is mainly for high-income households. Housing 
projects are mainly concentrated in upper middle and high-income residential areas 
where land price is very high as well as the apartment price (see Map 3.1). Moreover, 
most of the apartments supplied by private developers are sized above 1100 sq.ft. (see 
Table 3.3). Small sized apartments which would be suitable for middle-income people 
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are very rare in Dhaka. Hence analyzing the ongoing housing projects it can be 
concluded that most of the housing provided by private developers are only suitable 
for high-income households.        
Table 3.3 Apartments in ongoing projects according to size of  apartments  
Size of the Apartments 
(Sq. ft.) 
Number of Apartments Percentage 
701-900 120 4 
901-1100 150 5 
1101-1300 320 10 
1301-1500 845 26 
1501-1700 390 12 
1701-1900 350 11 
1901-2100 235 7 
2101-2300 290 9 
2300+ 490 15 
Total 3190 100 




















































































High Income Re. Areas
Upper Middle to High Income Res. Areas
Middle to High Income Res. Areas
Middle to Upper Middle Income Res. Areas




Map 3.1 Different Residential areas of Dhaka City for different income groups   
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3.3.3 Housing Constructed by Individual Landowners 
This provision includes both formal and informal housing. Few landowners construct 
housing following all the rules and regulations. These are considered as formal 
housing. While a significant number of individuals construct their housing violating 
building codes and planning regulations. These are considered as informal housing. 
Building regulations are often violated due to the lack of proper enforcement of 
planning controls and monitoring by concerned authorities.   
The individual landowners, who have contributed to existing housing stock, are 
categorized here to figure out who are actually able to construct houses in Dhaka. The 
first and the prime contributors are the permanent citizens of Dhaka who inherited 
lands from ancestors. The households, who migrated to Dhaka in very early period, 
for example thirty years ago, also could acquire land and construct houses because 
land was not as expensive and scarce as now. Previously both the high and middle-
income permanent residents could construct multi-unit houses for own occupancy as 
well as for renting out. Presently there are many households who have got land and 
houses from their ancestors and are contributing to the rent market. But at present, due 
to prohibitive price of land and construction cost it has become extremely difficult to 
own a piece of land and to construct a house thereon even for upper middle income 
households (Seraj, 2001). 
Second, the Civil Servants who had been able to get housing loan from Bangladesh 
House Building Finance Corporation (BHBFC), the public sector mortgage lender 
established in 1952 to stimulate middle-income house construction for civil servants. 
While the majority of its clients are still civil servants, its mandate has broadened to 
include all eligible private citizens. However, the clients of BHBFC are not many 
nowadays due to its poor performance in loan recovery. Moreover, due to corruption 
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in loan allocation, actual middle-income people are not being served by BHBFC. 
There are also employees in different organizations and mainly in the banks who get 
housing mortgages from their employers. However, the number of such borrowers is 
very insignificant in Dhaka (ADB, 1993).  
Third, the high-income people with both legal and illegal effluent income, still can 
purchase land and construct houses. They even can construct more than one multi-unit 
houses and rent those to other households. Actually in Dhaka’s socio-economic 
context, ownership of land and house is a symbol of social status and people always 
try to keep the ownership of the houses to be respected in the society. However, 
presently many high income households are reluctant to spend time and energy in 
house construction. They also avoid house construction due to the harassment such as 
extortion by the local hooligans during the construction. They rather prefer luxurious 
housing units provided by the private developers.  
Fourth, the individuals, who operate as businesses under the Companies Act, develop 
housing projects partly for owner-occupation and partly for rental or sale. The clients 
of such one man companies are mainly their relatives and friends as people obviously 
prefer to buy the apartments from well established and renowned Real Estate 
Companies. Such business is very limited in Dhaka city as housing construction for 
individuals are very difficult due to the hurdles in acquiring land and the harassment 
during the construction. Such businesses usually terminate completing only one 
project (Hoek-Smit, 2000).  
The housing provision by individuals includes different types of housing. It comprises 
housing varying from semi-permanent structure like tin-shed houses to well serviced 
flats in multi-storied buildings (see Figure 3.4). It also includes conventional tenement 
slum. The multi-unit buildings of conventional tenement slum were originally built to 
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compliance with the building code, but are presently seriously overcrowded and 
deteriorated. According to Islam et al (2000), 17% of total population are living in 
such housing in Dhaka city.     
Figure 3.4 Self-built Housing: one storied tin-shed (left), sub-illegal (middle) and multi-storied 
formal Housing (right) 
The formal housing by individual shown in Figure 3.4 has been constructed in 2001 
on a plot in Uttara which had been acquired by the owner in the 80s. The cost of the 
building is approximately Tk.8.7million excluding the land price. Only 29% was paid 
from loan and rest was shared between the landowner who is a retired government 
employee, his daughter and son who are also well established in their profession. The 
building comprises eight housing units. Two units are occupied by the owners and the 
remaining units have been rented out (Author’s Survey, 2003). Such few other case 
studies of self-constructed houses have been attached as Appendix 5. Among six 
cases the owner of five houses are government employees whose income is limited. If 
only their salary is considered as their income, it is quite impossible for them to 
construct such expensive houses. It is an open secret matter that they earn a lot 
besides the salary through illegal ways.      
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3.3.4 Co-operative Housing 
Sometimes individuals form a housing co-operative, and jointly develop a housing 
project partly for owner-occupation and partly for rental or sale. There are tax 
advantages to form a co-operative and in many instances a co-operative, applying for 
a parcel of land from the government, receives preferential treatment (Hoek-Smit, 
2000). This sub-system has provided a few thousand housing units and residential 
plots, mostly in and around Dhaka city (Islam, 1996). However, the co-operative 
housing concept has not been successful in Dhaka because of the lack of co-operation 
among households and the absence of entrepreneurship (experts’ opinion).     
3.3.5 Slum and squatter settlements in Dhaka city 
Slums are areas and communities of very high density (over 3000 persons per acre, 1 
acre = 0.405 hectare), as well as high room crowding (3 or more adults in a room), 
and poor housing (generally shacks, non-permanent structures, or semi-permanent 
flimsy structures or very old dilapidated buildings). The areas have inadequate water 
supply, poor sewerage and drainage facilities, little paved streets and lanes and 
irregular clearance of garbage. Such areas are inhabited by very poor and poor people 
who are mostly engaged in various types of informal sector activities (Islam, 1990). In 
Dhaka city 32% of the population is below hard-core poverty line (DCC, 2000) and 
the migration of very poor people to Dhaka city still exists. This segment of 
population only can afford the slum or squatter houses. Hence the demand for such 
houses is very high in Dhaka city which also has fixed comparatively a very high per 
sq.ft. rent of such houses. Due to such high demand landowners who try to make high 
profit with less investment develop very poor quality slums on their land and rent it 
out to the poor people.   
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Figure 3.5 Slum (Left) and Squatters beside Railways (Right) 
Squatters are illegally occupied land, belonging to Dhaka Municipal Corporation, 
other government/semi-government/autonomous organizations with makeshift 
structures of various natures for residential purpose (Islam, 1990). Based on a study 
(Islam, 1990), which surveyed 1125 slum and squatter settlements, the overall 
situation of these settlements in Dhaka city is summarized in the following tables. 
 
Table 3.4 Land Ownership Pattern of Slums and Squatters  
Land Ownership No. of slum and Squatter 
Settlements * 
Percentage 
Government/semi-government 328 29.2 
Private (Organization) 23 2.0 
Private (Individual) 733 65.1 
Mixed ** 11 1.0 
Unidentified disputed 30 2.7 
Total 1125 100.0 
* Average size of a Slum or Squatter settlement is 1.2 Acre (1 acre = 60 katha) 
** The clusters where both private and public lands are included. 
Source: Islam, 1990 
The most common place where slums flourished in the city is the land owned by 
private individuals. Almost two thirds of the settlements (29%) were set up on the 
government and semi-government lands. These settlements are mostly squatters and 
they have developed on lands owned mainly by the departments of Railways, Public 
Works, and Roads and Highways. A small number of clusters (2.7%) were built on 
disputed land. 
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Table 3.5 Pattern of House Occupancy 
Type of Occupancy No. of Houses Percentage 
Owner occupant 60163 41.1 
Tenant occupant 71648 48.9 
Free occupant (rent free) 14572 10.0 
Total 146383 100.0 
Source: Islam, 1990 
Landless laborers, victims of natural disaster, famine and war, divorced destitute 
women, together with a vast number of rural unemployed and underemployed youths 
comprise the bulk of the slum and squatter population of the city. It should be 
mentioned here that there are many other who are not able to accommodate 
themselves even in slums or squatters. Thousands of poor are homeless in Dhaka.  
3.4  Suitability of Housing Provisions for Middle Income Households 
As discussed above, in Dhaka, there are three housing supply sub-systems. These are 
public housing, housing by private developers and self constructed housing. The 
supply sub-systems also include slums and squatters but it can be excluded from the 
discussion about middle income housing options as these are solely for the poor. This 
section explains the contribution and suitability of housing supply sub-systems for the 
middle-income households.  
Table 3.6 Public housing for different income people  
Public Sector 
Housing Providers 
High Income  Middle and Low 
Income 
Refugees and Squatters 
Resettlement 
NHA - 2969 18268 
RAJUK 260 420 - 
PWD Rental Units for 10% of Public Service Holders 
Source: RAJUK website, Author’s Survey, 2003 
The main target group of public sector is the destitute people who are refugees, 
homeless and squatters though the contribution could not make any remarkable 
improvement of the deteriorating housing situation (Chogull, 1988). Another 
contribution in terms of low, middle and high-income housing is mainly for the public 
service holders. Almost all of the housing units for low, middle and high-income 
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people mentioned in Table 3.6 have been allocated to civil servants and the military 
(Chogull, 1988). Till 1989, the public sector contribution was only 7% of total 
housing stock (DMDP, RAJUK, 1995). Hence the public sector could make very 
insignificant contribution to the middle-income housing and it could easily be said 
that this sector would not be able to do much for this group due to the limitation of 
government fund.  
The other housing delivery sub-system is the provision by private developers. But as 
discussed before, this sector is still concentrated to the high-income housing market. 
To be suitable for middle-income people, apartment size needs to be smaller. But the 
majority of the apartments provided by this sector are large (above 1200 sq.ft) whose 
price is also very high (See Figure 3.6). The approximate price of the apartments sized 
from 1100 sq.ft to 2300 sq.ft is ranged from Tk.2.2 to Tk.4.2 million which is 7.3 to 
14 times the annual income of the households with monthly income of Tk.25 
thousand. Due to such high house price to income ratio, almost all of the apartments 
provided by private developers are unreachable for the middle income households. 
Therefore, this housing delivery sub-system is also not serving the middle-income 
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Source: Author’s Survey, 2003 
Figure 3.6 Apartments in Ongoing Housing Projects according to Size 
The remaining option for being a homeowner is to construct own house on own 
acquired land. In a study by Hoek-Smit (2000), it is mentioned that with a minimum 
plot area of 2100 sq.ft in Dhaka city, a building plot in the lowest income area which 
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is already urbanized would exceed Tk.3 million or ten times the annual income of 
upper middle-income households. The residential plots developed by both private 
developers and RAJUK are cheaper than the above. But these residential land projects 
are located far away from the city and need several years may be even fifteen to 
twenty years to be suitable for living with proper transportation, communication and 
civic services.  
It is also the fact that after purchasing housing plots even in such remote areas, the 
middle income people do not have the affordability for constructing a house without 
proper housing mortgage support. The average price of a minimum sized plot would 
be Tk.1 million and construction cost of a small sized (1100sq.ft.) house is about 
Tk.1.19 million including the cost of foundation (according to REHAB the 
construction cost of medium cost house was Tk.900 per sq.ft. in 2000). Thus the cost 
of such a house is also 7.3 times the annual income of an upper middle income 
household.  
In such housing market situation, for most of the middle-income households, it is not 
possible to own a house in Dhaka. Hence the only one accommodation choice left for 
them is to rent the housing supplied by individual landowners given the fact that 65 
percent of total housing stocks in Dhaka is rental units (Hoek-Smit, 2000). This 
statistic also supports the view that the major housing option for middle-income 
people in Dhaka is rental housing.  
The ever increasing demand for rental units also indicates the inability of limited 
income households to own a house. From 1969 to 1973 housing expense in the city 
increased at a relatively gradual rate. Thereafter, it has risen rapidly and consistently 
and still now the trend of rising is almost same (See Figure 3.7).  













































Source: Bangladesh Bureau of Statistics 
Figure 3.7 Cost of living index of Dhaka city (Base year 1969 as 100) 
3.5 Conclusion 
This chapter has described housing supply sub-systems exist in Dhaka. Considering 
current options and prices of housing, it can be concluded that most of the middle-
income households are only able to accommodate themselves in rental housing. The 
contribution of private housing developers for this group is negligible. The reasons for 




Survey of Middle Income Renters and Housing Developers 
 53
Chapter 4 Survey of Middle Income Renters and Housing Developers  
4.1 Introduction 
The previous chapter has established that the formal housing market is not concerned 
about middle-income housing. Middle-income households have no choice but to 
accommodate themselves in rental housing mainly developed by individual 
homeowners. The author has surveyed sampled middle-income households and 
housing developers to get their views regarding the lack of middle-income housing 
supply by private developers. Lack of middle-income housing supply may be caused 
by the lack of consumers’ affordability as well as supply constraints. The study tries 
to recognize both demand and supply constraints from the perspectives of both 
middle-income households and private developers. This chapter very simply presents  
the survey results and finds the most significant factors responsible for the absence of 
private housing developers in the middle-income housing market.   
4.2 Middle-income Class Housing Preference     
In Indian subcontinent, the middle class emerged more as a consequence of changes 
in the system of law and public administration than as a result of economic and 
technological development (Siddiqui et al, 1990). The members of the middle class 
belong to the learned professions. The real growth of the middle class was a 20th 
Century phenomenon with the growth of government jobs in civil, military, police, 
railway and river services along with the growth of institutions for professional 
education of doctors, engineers and advocates. This growth of professions and the 
number of Indians (before subdivision) in government services coincides with steady 
growth in urbanization after 1900 and fast growth of cities (Siddiqui et al, 1990). 
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The middle-income group in Dhaka comprises the professionals and educated 
involved in both the public and private sectors and the small scale businessmen. Since 
the 1980s readymade garments industries flourished in Dhaka and the backward and 
forward linkages of these industries opened the scope for various small scale 
businesses as well as the economic development promoted the employments in the 
business sector. As discussed in Chapter One, 30 to 35 percent of total households 
which would be approximately 546 thousand to 637 thousand households whose 
income varies from Tk.10 thousand to Tk.30 thousands per month has been 
considered as middle-income households in this study.  
The study has targeted at delineating the housing preferences and affordability of 
middle-income households as well as their views to the existing housing market 
situation. From different literature (Rahman, 1990; Hoek-Smith, 2000; Seraj, 2002) it 
is evident that in the current housing market situation it is quite impossible for 
middle-income households to own housing. Hence most of the owners of housing, 
excluding the slums and squatters, can be considered as high-income people with 
legal or illegal effluent income. The author has surveyed five owners in different 
residential areas and few of them are with legal (monthly salary) medium income. But 
the case studies of those owners show that considering the cost of housing, it is not 
possible for them to own those houses only with their legal income (see Appendix 3). 
For this reason, to ensure that interviewees are truly middle-income people, only the 
renters in middle-income areas have been considered in the study. At the beginning of 
data collection, a reconnaissance survey was done by the author in order to select 
middle-income interviewees. From the survey, the residential areas where the middle-
income households rent houses were identified and considered for selecting the 
middle-income households for interview. By the reconnaissance survey it has been 
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realized that in the identified areas the ratio of renters to homeowners is very high; as 
high as 70 to 80 percent. From the pre-selected areas, one hundred middle-income 
renters have been selected randomly. The numbers of surveyed households in 
different areas are listed below. 
Areas Number of households surveyed 
1. Rampura 9 
2. shamoli 10 
3. Magbazar 9 
4. Agargaon  14 
5. Gopibagh 6 
6. Royerbazar 8 
7. Farmgate 7 
8. Mohammadpur 7 
9. Mirpur 12 
10. Lalmatia 18 
Total 100 
Randomly sampled households have been interviewed with a pre-structured 
questionnaire (see Appendix 1) by interviewers appointed by the author. The study 
considers that the middle and upper middle income groups are supposed to have the 
affordability to own housing. The sampled households’ monthly income ranges from 
Tk. 15 thousands to Tk. 35 thousands (see Table 4.1). 













Source: Author’s survey, 2003 
The respondents are involved in diversified occupations. Their occupations include 
services both in public and private organizations, business as well as professionals 
like engineer, doctor and so on (see Table 4.2).   
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Table 4.2 Occupation of the respondents 








Source: Author’s survey, 2003 
 
Table 4.3 Reasons for living in rental housing  
Reasons  Percentage of respondents 
Not possible to own home in existing 
situation with existing affordability 
89 
Not constructed house yet 5 
Transferable job 4 
Want to go back to native city 2 
Total  100 
Source: Author’s survey, 2003 
The interviewees are asked about the reasons for living in rented housing. The most 
important reason is the mismatch between affordability and housing prices. The 
unavailability of affordable housing to purchase is the main reason for renting housing 
(89%). Few respondents (4%) are not interested in settling down now due to their 
transferable jobs, while a very few (2%) do not want to settle in Dhaka (see Table 
4.3). 
Table 4.4 Problems Faced by the Interviewees in Renting Houses in Dhaka City 
Problems Percentage of 
respondents 
High rent and increases every year 81 
Poor utility and services 24 
Social environment is not good where rent is low 23 
Advance deposit of 4/5 months' rent 11 
Bad behavior of landlords 11 
Lack of security 8 
No furnished houses 3 
Congested 3 
Poor maintenance 3 
Source: Author’s survey, 2003 
Almost all of the respondents are not satisfied with their existing housing which 
indicates that they are really eager to own a house but are not able to buy. Regarding 
their existing accommodation, the interviewees highlighted many problems (see Table 
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4.4). The most common problem is the high rent which increases every year. Along 
with the high rent there are some other physical as well as social problems such as 
low quality of housing, poor utility and services, negative attitudes and behaviors of 
the landlords. According to the respondents, their existing housing is provided with 
basic utilities like water, gas electricity but the problem is with the quantity of supply. 
The problem is especially with the water supply. Generally, water is supplied for a 
few hours daily.  
Extremely high housing rent which has been opined by the respondents as the most 
significant problem in renting housing is evident from high income-rent ratios (see 
Table 4.5). 
Table 4.5 House Rent to Household Income Ratio 
Ratio (%) No. of Respondents 
Above 50  10 
40 – 50 17 
30 – 39 42 
20 – 29 31 
Below 20 1 
Total 100 
Source: Author’s survey, 2003 
4.2.1 Housing Choices  
Respondents have been asked about their preferences regarding housing tenancy, 
types of housing and so on. Regarding tenancy, most of the respondents want to own 
housing while a few prefer to live in rental housing. Only six percent of respondents 
do not want to own housing due to the fact that they are involved in transferable jobs 
and do not have any plan to settle in Dhaka. Most of the respondents (65%) who want 
to own housing prefer apartments. Since the 1980s residents have been interested in 
purchasing apartments due to different reasons such as difficulties and lengthy 
duration in house construction, high land price and construction cost, as well as the 
western influence (Seraj and Alam, 1990). However, still there are some people who 
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prefer self-constructed housing, but such preference is not very common nowadays; 
only 29 percent of respondents opined that they want to own self-constructed housing 
(see Table 4.6). 
Table 4.6 Preferences Regarding the Home Ownership 
Housing Options Percentage of 
respondents 
Apartments 65 
Own House Self-constructed Housing 29 
Rental 6 
Total  100 
Source: Author’s survey, 2003 
The respondents who prefer self-built housing have already bought plots in and 
around Dhaka city. The price of a plot in newly developed residential areas as well as 
in undeveloped low lying areas is quite lower than the price of an apartment 
developed by the private developer. Hence to purchase a plot is sometimes possible 
for some middle-income households. However, house construction is obviously not 
possible after investing the total savings on land. Moreover, such plots are usually not 
buildable when they are bought. But as the plot owners already have invested on land, 
they wish to build own housing on their purchased plots. Some of the respondents 
(15%), who prefer to own self-constructed housing, opined that due to very high price 
huge amount of money is required to purchase the apartments which is beyond their 
affordability. Another reason for preferring self-constructed housing is to enhance the 
household income through rent by building multi-family housing on own plots. While 
the difficulties in house construction was pointed out as the most significant reason 
for preferring apartments. House construction is very time consuming and also 
demands very high concern which is very difficult in a busy life that people lead 
nowadays. In present social circumstances, there is another unavoidable problem in 
house construction. Landowners have to face the harassment, such as extortion, by the 
local hooligans during the construction of house. Such hooligans are very powerful 
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under the shelter of political leaders and they illegally interfere in any activities within 
their territory. In order to avoid such difficulties and to enjoy well maintained and 
secured apartments, most of the respondents like to purchase apartments (the system 
of apartment maintenance has been described in section 4.6.1).  
4.2.2 Housing Affordability 
The interviewees are asked regarding their affordability in context of both housing 
and housing mortgage. They have revealed their opinion regarding the size and price 
of apartments which would be within their affordability. They also highlighted the 
problems in existing housing finance system which have made the mortgage 
unaffordable for them. But affordable housing mortgage is essential for owning a 
house (Buckley, 1996).   
Table 4.7 Time plan of the respondents for purchasing a house  
Time Plan Percentage of 
respondents 
No plan 27 
When possible 12 
After retirement 17 
After 5 years 27 
After 10 years 7 
After 15 years 10 
Total  100 
Source: Author’s survey, 2003 
In current market situation, many of the respondents (39%) are unable to make any 
time plan for purchasing housing due to the lack of affordability (see Table 4.7). 
Another seventeen percent of respondents hope that they would be able to purchase 
housing after retirement when they will get a large amount of money as pension, 
while the rest of the respondents aspire to own a house after five to fifteen years. It is 
interesting that the time plans of the respondents for purchasing housing do not vary 
with the household incomes. Some respondents with lower income have mentioned 
definite time plan while some higher income respondents have no time plan. It may be 
due to the fact that the respondents, who are planning to purchase housing within a 
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definite time period, may have any chance to raise their household income or have a 
plan to use housing finance. It may also be possible that the respondents mentioned 
the time plan without thinking carefully about their affordability.  
Considering own affordability the respondents have preferences regarding the size 
and price of apartments (see Table 4.8). Only the respondents who preferred to own 
apartments have been asked about their preferences in this regard.   
Table 4.8 Choices of the respondents regarding the size of apartments 






1000-1200 38 58 
1300-1500 14 22 
1500+ 7 11 
No Response 6 9 
Total  65 100 
Source: Author’s survey, 2003 
Most of the respondents (58%) opined that as their affordability is not very high, the 
apartments sized from 1000 sq.ft to 1200 sq.ft would be suitable for them. If the 
average apartment price in middle income residential areas is considered, the price of 
such apartments would be from Tk.1.8 million to Tk.2.1 million including all the 
costs. Therefore the price of such apartments is 6 to 7 times the annual income of 
higher middle-income households. Hence the apartments with their preferred size are 
still expensive for them and the current price of such apartments is higher than their 
preferred price (see Table 4.9). While some other respondents’ expectations seem 
very high. It may be due to the fact that their opinions are not thoughtful or they have 
a chance to increase their income to a great extent. Such respondents (11%) prefer 
apartments sized above 1500 sq.ft. But considering the current price, such apartments 
are totally unaffordable for households with medium income.     
Regarding the price, a significant number of respondents (20%) have not disclosed 
their preferences. Such respondents may not be well aware about the current price of 
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apartments and also about their present and future affordability (see Table 4.9). The 
majority of the respondents (56%) think that the apartments priced within Tk.1.2 
million are affordable for them. Such preferences of the respondents regarding size 
and price of the apartments also coincide with the findings of a study of Delta BRAC 
Housing Finance Corporation. The study reveals that there is a huge market for 
smaller-sized apartments for middle-income customers (DBH, 2002). Through a 
questionnaire survey the organization explored that the demand for the apartments, 
measuring between 1000 to 1500 sq.ft and priced between Tk.0.9 to Tk.1.0 (1 S$ = 
33.17 Taka) million per unit is over 1.16 million in Dhaka city alone. But currently no 
such apartments, considering the size and price, are being supplied by the developers 
(described in section 3.3.2 of Chapter 3). 
Table 4.9 Preferences of the respondents regarding the price of apartments  







No Response 20 
Total  100 
Source: Author’s survey, 2003 
Housing investment is often huge which requires housing finance, and for middle 
income people this requirement is almost obvious. But it is surprising that 71% of 
respondents are not interested to use housing loan due to unsuitable term and interest 
rate. Rest of the respondents aspires to use housing loan even though they also think 
that the interest rate is very high for them. Though the respondents do not have the 
affordability to purchase housing without housing loan, they are afraid of using it. 
There are definite reasons which have made them reluctant to use the housing 
mortgages (see Table 4.10). 
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Table 4.10 Reasons for the reluctance to use loans from existing housing finance sources in the 
market 




Difficult to refund 
considering term and 
interest rate 
71 100 
Difficult to get 19 27 
Source: Author’s survey, 2003 
According to all of the respondents, who are not interested to use housing mortgage, it 
is very difficult for them to refund the loan due to the short term and extremely high 
interest rate. There are also some respondents (27%) who think that the procedure to 
get loan is very troublesome.  
It is revealed from the above discussion that the respondents think that they do not 
have the affordability to purchase housing in existing market situation (it has been 
discussed in Chapter 3). To enhance the affordability the respondents recommended 
some measures which are listed in Table 4.11. Most of the respondents (88%) believe 
that the availability of housing loan with lower interest rate would be very effective in 
enhancing their affordability. The respondents also recommended some other ways to 
enhance the affordability; however those can be considered as less significant as 
recommended by a few respondents.     
Table 4.11 Respondents’ Opinion regarding the Enhancement of their Affordability   
Opinions Percentage of respondents 
Available Housing loan with low interest rate 88 
Easy installment system where the monthly 
installments will not exceed house rent 
19 
Increase the pay scale of salary 16 
Wives should contribute in raising household income 10 
Long term Housing loan 5 
Govt. initiatives to control living cost 4 
Control over the earning of black money 3 
No Response 3 
Source: Author’s survey, 2003 
Hence from the above discussion it can be concluded that the most significant 
obstacle for raising the affordability of middle income households to own a house is 
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the unavailability of housing finance with suitable interest rate and term.  
4.2.3 Reasons for Unavailability of Medium Priced Housing 
The factors described in previous section minimize the affordability of middle income 
households. However, there are some other factors which hinder the supply of 
medium priced houses. The respondents have revealed their perceptions regarding the 
factors responsible for the unavailability of affordable apartments.    
Table 4.12 Perceptions of respondents regarding the unavailability of affordable apartments and 
the initiatives to increase the supply of such apartments  
Factors Responsible for the 
unavailability of apartments 









Developers are only concerned 
about High Income people 27 Apartments on cheap land 42 
High profit by the developers 15 Lower the house price by minimizing luxury 36 
High land price 15 Maximum utilization of land 26 
High House Price 5 Infrastructures and easy transportation system development 20 
High construction cost 4 Govt. non-profit housing schemes 18 
Less demand for Middle 
priced apartments 4 
Real estate developers should be more 
concern about middle priced housing 15 
Less apartments but high 
demand 3 Govt. support for private sector 11 
Lack of Govt. support 3 
More public land projects for Middle 
income people and fairness in plot 
distribution 
8 
May be High income 
apartments are more profitable 3 Price control of the apartments 8 
Monopoly business 2 Lower the construction cost 7 
No price control 1 Control of different harassment during house construction 6 
No response 37 No response 9 
Source: Author’s survey, 2003 
According to the respondents, the unavailability of medium priced apartments is 
mainly due to the fact that the real estate developers are only concerned about the 
high income housing market. They think that the apartment business initially emerged 
targeting only the high income people and the wage earners in abroad, hence the 
market only supplied luxurious highly priced apartments. Thereafter the new 
developers following the pioneers have also been limited only to the upper class 
housing market. But it has been ignored by the developers that they could discover a 
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wide demand for middle income housing by rethinking the forms and types of the 
supply. The lack of innovative developers who efficiently evaluate the demand rather 
than just follow the pioneers is responsible for overlooking the demand for middle 
income housing. The respondents also blamed that as there is no control on house 
price the developers make excess profit by charging very high price of apartments. 
The respondents have highlighted some other reasons among which the high land 
price is significant; it is often not possible to reduce apartment price due to very high 
land price (see Table 4.12). These are the perceptions of middle income respondents, 
but the housing developers may have definite reasons for such housing supply 
preference. 
Regarding the initiatives essential to make middle income housing available, the 
respondents mainly focus on the reduction of price by developing apartments on 
cheap lands and also by reducing the luxuries (42% and 36% of respondents 
respectively). There are some other recommended initiatives which are related to land 
supply. In order to maximize the supply of land, the respondents opined that it is 
necessary to use land more efficiently. They also emphasized that the development of 
infrastructure is essential to bring the fringe areas under development. According to 
some respondents (18%), government intervention can solve middle income housing 
problems by providing subsidized housing and housing plots. The respondents 
recommended some other initiatives which are listed in Table 4.12.  
4.3 Survey of Housing Developers 
Twenty housing developers have been surveyed to get a clear picture of housing 
development process and the problems they face in different steps of the process. 
From the development process and their opinions regarding the market, supply side 
constraints have been delineated in this section. For selecting the developers the 
Survey of Middle Income Renters and Housing Developers 
 65
author first discussed with REHAB. REHAB recommended few developers who 
would be helpful in providing required information. In selecting the developers the 
year of their inception has also been considered in order to include both old 
experienced developers as well as new comers. However the survey output has shown 
that the development process or encountered problems do not vary with the 
experience of the developers.   
4.3.1 Housing Development Process  
Land Acquisition. Housing development process by private developers starts with the 
identification of a suitable land. Suitable land is identified either by the expert 
employees of the company with the help of the land brokers or by the advertisement 
in newspapers wanting land in a specific location or any area suitable for housing 
project. After identifying a suitable land all information regarding the title of that land 
are collected from reliable sources like land owner, the concern organizations which 
are responsible for keeping the records of land regarding the lease or ownership title, 
transfer of the land, etc. When it is proven that the land is out of any legal 
complications, the employees and even the managing director of the company discuss 
with the land owner for several times to convince him with the offer made by the 
company. If the land owner of identified land agrees with the deal offered by the 
developers then a Bilateral Agreement between the developer and the landowner is 
done in which the land owner appoints the developer as his/her attorney for 
developing the land and in that connection to execute various agreements and deeds 
of conveyance in favor of the different prospective purchasers of undivided portion of 
the land on which such purchasers’ respective apartments would be constructed. 
Hence after this agreement the land owner will abide with all the decision of the 
developers regarding the construction and sell of the apartments. In such joint venture, 
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the land owner is not treated as business partner and can not give any decision 
regarding the development of the land. Land owner only gets a certain number of 
apartments as the price of the land and if the owner has any residence on that land he 
will get a certain amount of money per month as residence subsidy for the period 
before the apartments are handed over. Few detailed cases of apartment projects have 
been attached as Appendix 3 where land acquisition systems have been narrated. It 
should be mentioned here that from the survey it is evident that the developers always 
prefer joint venture rather than direct purchase of land in order to reduce capital 
requirements as well as to evade gain tax and transfer fees. Developers think about 
direct purchase only in case of very lucrative location where the demand for 
apartments is extremely high. 
Table 4.13 Land acquisition ways of the housing developers 
Way of Land Acquisition No. of Developers 
Percentage of 
respondents 
Joint Venture 20 100 
Only purchase the land at very 
lucrative location 9 45 
On own developed land 1 5 
Source: Author’s survey, 2003 
Besides the joint venture and very rare direct purchase there is another way of using 
land (see Table 4.13). There are a few real estate developers who are involved in both 
land and housing development. They seldom carry out housing projects on their own 
developed housing lands. However, this practice is very rare (5%) due to the fact that 
the locations of such housing land projects are the fringe areas and very far from 
existing city centers and not suitable for apartment projects due to the lack of 
infrastructures and civic services.   
Table 4.14 Problems in land acquisition   




High land price 20 100 
Unavailability of suitable land for housing 15 75 
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Unclear Land Title 11 55 
Unhealthy competition 9 45 
No information on land price 4 20 
Problems caused by local hooligans 1 5 
Source: Author’s survey, 2003 
The interviewed developers have been asked about the problems they face during land 
acquisition. According to theme the most significant problem in land acquisition is the 
high land price (see Table 4.14). The price of land in areas suitable for apartment 
projects is very high which also causes high apartment price. Other significant 
problems are the unavailability of suitable land and the unclear land title. According 
to the developers, due to excess subdivision of land to find out a chunk of land for 
carry out a large housing project is almost impossible in Dhaka. For this reason 
developers have to carry out different small projects in different areas instead of a 
large project in a large area (see Table 4.15).  
Table 4.15 Ongoing Apartment Projects according to the total area per project  
Total Area of 
Projects (katha) 
No. of Projects Percentage 
1-5 13 8.7 
6-10 72 48.0 
11-15 38 25.3 
16-20 25 16.7 
21-25 2 1.3 
Total 150 100.0 
Source: Author’s Survey, 2003 
Moreover, when they find a land in a suitable location for housing development, the 
title of that piece of land may be unclear or disputed and the land owner may also not 
agree for joint venture. Such problems related with land have narrowed down the 
availability of suitable land for apartment development.  
Planning Permission. RAJUK exercises development control function as per 
provisions laid down in the East Bengal Building construction Act, 1952 and its 
subsequent Amendments and the Rules & By-laws framed there under.  
Every construction within the jurisdiction of RAJUK requires permission/approval 
from the Authorized Officer or Building Construction Committee appointed under the 
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provision of the Town Improvement Act, 1953. Any housing unit construction needs 
planning permission and they must be in conformity with the land use provision of 
Master Plan/Urban Area Plan/Detailed Area Plans. 
The Government has recently decided that any structure with 7 stories and above will 
be considered as high rise building and then the approval is required from RAJUK 
along with the Dhaka City Corporation (DCC), DOE(Department of Environment), 
DWASA (Dhaka Water Supply and Sewerage Authority), Civil Aviation, Titas Gas 
Transmission & Distribution, , Fire Service, Dhaka Metropolitan Police and DCC 
ward Commissioners (DCC has divided the city into 90 wards for the ease of 
maintaining the city and each ward has an elected commissioner who represents the 
inhabitants of the ward to the DCC). Developers commented such approval procedure 
for high rise building as time consuming, difficult and very discouraging.  
Table 4.16 Duration for getting permission 
Duration  No. of Developers Percentage of respondents 
1& 1/2 years 6 30 
1 year 10 50 
6-8 months 4 20 
Total 20 100 
Source: Author’s survey, 2003 
Due to bureaucratic complications and corrupted administration, to get the planning 
permission often becomes a very difficult and lengthy process. There are many 
organizations to face for approval and some of these are even not aware of the actual 
criteria to approve any project (see Table 4.17). Often the process to get permission 
takes a very long period and demands bribe. It also needs to be mentioned that due to 
such corrupted administration, sometimes it is also possible to manage planning 
permission for even illegal development with political influence and bribe. To 
describe the delayed approval of projects, 85% of developers mentioned that usually it 
takes one year or more to get the planning approval from different organizations. 
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Surprisingly the most experienced housing developers in the market mentioned that 
now-a-days the approval system has become much more complex and time 
consuming which may take even two years (see Table 4.16).  
Table 4.17 Problems faced by the developers during approval of the project 
Problems  No. of Developers Percentage of respondents 
Delay 19 95 
Many organizations to face 17 85 
Bribe 14 70 
Red-tapism 2 10 
Sometimes concerned organizations are not 
well aware of the criteria for approval 2 10 
High rise apartments is not being approved 1 5 
No Real Estate Development policy 1 5 
No co-ordination among different 
organizations 1 5 
Source: Author’s survey, 2003 
Source of Finance. The predominant way of financing construction of this type of 
housing is through landowner and developer self finance, e.g., by selling part of the 
land parcel and subscribing the housing development fully before construction starts. 
Buyers of individual units in multi-family apartments have to put down a 25 percent 
advance and the unit has to be paid for in a few large installments before the house is 
completed. This type of financing arrangement is difficult for all but the highest 
income groups in the absence of mortgage financing. Some large developers have 
access to short-term construction finance from affiliated private commercial banks. It 
is, however, difficult to obtain construction finance from the Nationalized 
Commercial Banks (Hoek-Smit, 2000). Developers do not engage in long-term 
financing of housing units for their clients directly. However, nowadays a few of 
developers maintain liaison with existing private financing institutions and suggest 
their clients regarding the available housing mortgages.        
Construction and Handover of Apartments. The real estate companies procure 
construction materials and labors and carry out the construction work according to the 
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predetermined schedule. Developers have in house engineers who supervise the 
construction work of the project. The completion period of the construction of the 
projects is often affected by circumstances beyond the control of the company, like 
natural calamities, political disturbances, strikes and changes in the fiscal policy of the 
state etc. In such situation, companies have no liability and are not bound to 
compensate the allottees for the delay.  
The possession of the apartment is duly handed over to the buyer on completion and 
full payment of installments and other charges and dues. Till then the possession rests 
with the company. If the project is completed before the stipulated time, the buyers 
have to make full payment before taking possession. 
The buyers become equally divisible undivided and undemarketed shareholders of 
total acres of the scheduled land of the project in respective apartment. After all the 
dues and installments are paid by the purchaser according to the requirements and 
schedule for payment and after the completion of the construction, the developers 
execute a registered sale deed in favor of the purchaser transferring share of land of 
the project in the demised apartment. Only when all the apartments are sold the land 
and the apartments are registered to the purchasers and the title deeds are transferred 
to the co-operative society of the purchasers.  
For management and maintenance of the building the purchasers of the apartments 
form and constitute a mutual benefit cooperative society under the Co-operative 
Society's Act 1940. The society is entrusted with the management and maintenance of 
the building. The rules, regulations and by laws of the co-operative society relating to 
management and maintenance of the building shall be binding upon all the 
purchasers/owners of the apartments. 
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4.3.2 Problems in Housing Market 
In different stages of the development process the developers face some problems, 
which hamper their activities and expected output. Some problems hinder smooth and 
sufficient supply of housing while the others deter the demand for housing. The 
developers expressed their views regarding the problems in both supply and demand 
contexts. The questions were open ended to find out the problems from their 
perspectives. The significance of the problems has been assessed based on the number 
of respondents.   
Table 4.18 Supply side problems in the housing market 
Supply side problems in the market No. of Respondents 
Percentage of 
Respondents 
High Land price 14 70 
Lack of appropriate Govt. policy in time 14 70 
Lack of Infrastructure development 11 55 
Unavailability of suitable land for housing 10 50 
Delay in getting Planning Permission 10 50 
Political unrest 4 20 
Rising price of construction materials 2 10 
Unavailability of construction material  2 10 
Disturbance by hooligans  2 10 
Source: Author’s Survey, 2003 
Four most significant supply constraints are directly or indirectly related to land (see 
Table 4.18). According to the developers, high land price has deterred the effective 
supply of housing. They also opined that the lack of effective government 
intervention in property market through appropriate policies in time have caused high 
land price and the insufficient supply of land for housing. Other two problems are 
interrelated. The lack of infrastructure causes the unavailability of land for housing 
and in turn raises the land price. Another very significant problem is the difficulties in 
getting planning permission which has been discussed in previous section. There are 
few other problems like political unrest which actually affect any kind of business by 
causing strike, inconsistent rules and regulations, etc.   
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Table 4.19 Demand Side Problems in the Market 
Problems  No. of Respondents 
Percentage of 
respondents 
Unavailability of housing mortgage 
with low interest rate 19 95 
Absence of resale market 6 30 
Property tax and transfer fee 2 10 
Source: Author’s Survey, 2003 
Interviewed developers also pointed out few problems which deter the effective 
demand for housing (see Table 4.19). Most of them believe that the unavailability of 
housing finance with low interest rate, suitable for medium income households, is the 
main obstacle for raising the effective demand for housing which is necessary for the 
expansion of the housing market. They suspect that high income housing market is 
going to be saturated and to sustain with their business it is needed to move down 
market, but for the clients of down market, suitable housing finance is essential. Some 
of the developers (30%) also opined that strong resale market could affect the demand 
positively. According to current rules the registration and transfer cost of the second 
hand apartments is same as that of the new apartments. This transaction cost 
discourages both sellers and buyers about resale market. Another reason for the 
absence of resale market is the buyers of second hand apartments need to pay the 
price at a time. Individual sellers never prefer installments and there is no system of 
installments in case of resale of apartments. But at a time payment is not possible for 
the buyers of such apartments, who are usually lower income people comparing those 
who can afford new apartments.     
4.3.3 Constraints in Providing Middle-Income Housing 
The developers agreed that they are not providing middle income housing and they 
disclosed some factors which hinder the supply of such housing. Most of the surveyed 
developers (85%) realize that the demand for middle income housing is rising, but 
they are still in dilemma in providing such apartments due to the reasons listed in 
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Table 4.20.   
Table 4.20 Factors responsible for the absence of middle income housing supply              
Responsible Factors No of Respondents 
Percentage of the 
Respondents 
High land price 15 75 
Lack of housing loan 14 70 
Lack of affordability of middle-income people 8 40 
Lack of Govt. policy support 4 20 
Gap between affordability and expectation 3 15 
Restriction in High Rise Building construction 3 15 
Very few developers are constructing high rise buildings  2 10 
High construction cost 2 10 
Developers were not concern about this market 1 5 
Source: Author’s Survey, 2003 
Most of the developers (75%) marked the land price as the most significant problem 
in providing middle-income housing. They opined that if the city does not expand 
horizontally with sufficient infrastructure to increase the supply of residential land, it 
would not be possible to provide medium priced apartments due to the skyscraping 
price of land in inner Dhaka.  Other problems are related to the affordability of this 
group. Many developers (70%) believe that the lack of long-term housing finance for 
middle-income households prevents the expansion of a middle-income line of housing 
production. There are few other problems which can be considered as insignificant as 
those have been opined by a few developers with less emphasis.    
Hence from the perspective of housing developers, high land prices as well as the 
crisis of suitable land for housing are the main obstacles in providing middle-income 
housing. 
4.4 Conclusion 
The survey results of both middle-income households and housing developers have 
revealed two main factors which are responsible for the absence of middle-income 
housing supply by private developers. One factor is the high land price as well as the 
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unavailability of developable residential land which hamper the supply of housing. 
The other factor is the lack of housing finance as well as the high interest rate which 
have affected the demand for middle-income housing adversely. The opinions of the 
interviewees also can be supported by the following evidences.    
According to Building Construction Act, 1952 which is still using by RAJUK for 
regulating building construction, in a 3600 sq.ft housing plot a building with 2497 
sqft. floor area can be constructed (see Figure 4.1). In Dhaka, currently the building 
with seven and above stories is considered as high rise and the development of such 
high rise buildings are discouraged by the government by making the planning 
approval system very complicated. For this reason, developers are not interested in 
developing high rise buildings. As a result, the usual height of residential buildings is 
six stories. Hence in a plot, as mentioned above, generally a building with 14982 sq.ft. 
floor space can be constructed. 
 











Figure 4.1 Building by Laws regarding Floor Area      
According to REHAB the average construction cost of middle cost multistoried 
building is Tk.950 per Sq.ft. (Hoek-Smit, 2000). The construction cost of a building 
as in Figure 4.1 would be Tk.14.23 million. Now, if the ratio of land price to 
construction cost is calculated, it shows that the ratios are very high in the locations 
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construction cost ratio proves that the land price influences the house price to a great 
extent and it would be the most significant hindrance in reducing the house price.    
Table 4.21 Land Price to Construction Cost Ratio in Different Residential Areas 








Source: Land Price: Sheltech (Pvt.) Ltd., 2000 
             Construction cost: Hoek-Smit, 2000  
In the context of housing finance, if the interest rates of 15 to 20 years term mortgage 
of the neighboring developing countries are considered (see Table 4.22), the poor 
housing finance situation of Dhaka can be realized very easily. Due to such high 
interest rate middle income households are not interested to use housing mortgage. 
Therefore, the absence of housing finance with suitable interest rate for middle 
income households negatively affects the affordability of this group which in turn 
negatively affects the intention of private developers to be involved in middle income 
housing market.     
Table 4.22 Prevailing Mortgage Rates in Different Countries 
Country Mortgage Rate 
Bangladesh 15-16 % 
Sri Lanka 12.5-13.5% 
India 9-10% 
Thailand 9-10% 
Source: The Daily Star, December 06, 2003    
 
Hence, it can be concluded that the most significant factors for the absence of middle 
income housing supply by private housing developers are related with the supply of 
residential land and the housing finance system. The next chapters focus on these 
issues to find out the shortcomings in land supply and housing finance systems. 
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Chapter 5 Land as an Impediment for Housing Provision 
5.1 Introduction    
Potential delivery of affordable housing through the housing market requires an ample 
supply of land for residential development, and they must be free of bottlenecks and 
constraints which slow the delivery of residential lots to homebuilders (Mayo, 
Malpezzi and Gross, 1986; Dowall, 1989). The formal housing market in Dhaka has 
not yet been able to move down-market a long after the emergence of private housing 
developers in the market. The previous chapter reveals that the most significant 
supply constraint for private housing developers to move down-market is the 
unavailability of residential land as well as the high land price. Sufficient and smooth 
supply of land for housing can be constrained by different factors related to land 
development process, land administration, etc. This chapter identifies the supply 
constraints of housing land analyzing the current land development process and land 
management system in Dhaka. To describe existing land supply situation and to 
delineate the constraints, the author has immensely depended on the experts’ views 
and opinions as all the required data on Dhaka to assess the situation are not available 
due to the absence of efficient information collection and management system in 
Dhaka.   
5.2 Residential Lands in Dhaka  
Existing land delivery sub-systems in Dhaka have been described in Chapter 3. Public 
sector agencies, private land developers and the individual residents are supplying 
land for housing development. Lands used for housing can be categorized into 
greenfield land developed for housing and the lands within the developed areas of 
Dhaka. Public agencies and private developers are only active in the former category, 
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and within the city, lands are being acquired for housing from individual land owners.  
Private housing developers only use the lands within the urbanized Dhaka. They can 
not use comparatively cheap greenfield sites far away from the city centers due to the 
lack of basic infrastructure and civic facilities. All the ongoing housing projects of 
private developers are within the built-up areas (see Table 3.2); there is still no 
instance of private housing project on such greenfield sites. Therefore the lands 
provided by greenfield land development projects are only being purchased by the 
individuals, mainly for speculation rather than immediate housing development.   
5.2.1 Greenfield Land Development 
The participants of fringe land development have tended to be individual households 
or public sector agencies or private developers. The former are the rural land owners 
who, without obtaining any of the necessary permissions, sub-divide and sell the land 
to individuals who thereafter build their housing in an incremental fashion. Public and 
private sector agencies acquire low lands from rural land owners, raise those lands 
with earthwork, subdivide into small plots, provide with utility and services and then 
sell to individuals. The location of some recently completed and ongoing land projects 
by both public and private sectors have been shown in Map 5.1.  
Currently in public sector, only RAJUK and in private sector, twenty five developers 
are involved in land development. Ten of such land developers and RAJUK have been 
interviewed to know their development process and the problems they face in 
different steps of the development.  
RAJUK acquires lands from individual land owners for land development projects 
with the legal power according to the Acquisition and Requisition of Immovable 
Property Ordinance, 1982. But Land acquisition for private developers is not an easy 
task. A chunk of land suitable for a housing land project is obviously owned by 
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several landowners and all of them may not wish to sell land to the developers. The 
developers depend on many techniques for acquiring land which are sometimes even 
illegal. The developers make the land owners agree to sell lands with the help of local 
powerful people or hooligans who work for the developers in return of money. There 
is another technique known as land-blocking which is totally unfair. In this technique, 
a developer purchases all the lands surrounding that owner’s land who opposes to sell. 
Then that parcel of land becomes valueless as that has no access and that land owner 
becomes bound to sell that to the developer at very low price.  
Regarding land acquisition, interviewed developers raised two main problems; one is 
the unclear land title and the other is the fraudulence by few land owners or 
intermediaries. They highlighted that sometimes they can not acquire suitable lands 
due to land disputes caused by inadequacies of land registration system which has 
been described later in this chapter.     
After acquiring land the developers need development permission from RAJUK, the 
development controlling agency. Problems faced by the land developers in acquiring 
the development permission are listed in the Table 5.1. 
Table 5.1 Problems in getting Planning Permission 
Problems  Percentage of Respondents 
Delay 80 
RAJUK has no definite policy regarding land development 70 
May not give permission showing the reason of water body fill-up 
though in master plan that area has shown as for urbanization 40 
Red-tapism 30 
RAJUK fill up low land but doesn't give permission to the developers 20 
Need proper liaison to get permission 20 
No Response 10 
Source: Author’s Survey, 2003 
The developers have many complains against RAJUK. Some of the problems are 
same as those highlighted by the housing developers, such as long duration for getting 
permission, red-tapism, and no specific and appropriate policy for approval. RAJUK 
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is also involved in land development and the developers (20%) complained that 
RAJUK violates the rules and regulations but in case of developers it is very rigid 
especially in case of those developers without any political connection. Actually all 
these problems are caused by the corruption and weak administration of RAJUK and 
the lack of proper policy and implementation.  
Private sector companies financially depend on pre-sale, self finance and bank loan. 
However, buyers’ money of down payment and installments is the main source of 
finance for private developers. Therefore land development activities start after the 
buyers start the down payments and installments. The developers raise the low lands 
by huge earth filling, divide into smaller plots and provide local road networks. Other 
utilities like electricity, water, and gas are provided by concerned government 
authorities like Dhaka Water and Sewage Authority (WASA), Dhaka Electricity 
Supply Authority (DESA), Titas Gas Transmission & Distribution. The developers 
manage these organizations to provide these utilities but the cost is paid by the 
customers. The development activities usually take several years; which varies from 
five to ten years and sometimes even more.  
Table 5.2 Existing land supply constraints and required initiatives for the efficient land market  
Problems in Land 
Development 
Percentage of 
Respondents Initiatives Needed for Efficient Land Market 
Percentage of 
Respondents 
Lack of infrastructure 60 Infrastructure development 70 
Lack of govt. initiatives 40 
Govt. can acquire land and handover to 
private sector for development 60 
Land title problems 30 Govt. should encourage private sectors 20 
Lack of proper govt. policy 30 
Govt. can fix duration for developers to 
complete the project 10 
Fraudulence regarding land 
ownership 20 
Development Approval system need to be 
easier 10 
Source: Author’s Survey, 2003 
The interviewed developers have also revealed their views regarding the problems 
which hamper the smooth land supply by the market and the recovery measures of the 
existing constraints. Most of the developers (60%) think that land supply is mainly 
constrained by the lack of infrastructure development. In fringe areas and areas a bit 
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far from Dhaka city there is a large amount of land for development but due to the 
lack of infrastructure this land can not be used for housing. In such situation, the 
initiative, recommended by most of the developers (70%) for the enhancement of land 
supply, is the provision of infrastructure. Besides this, the developers (40%) also 
believe that government agencies are not willing to support and encourage the private 
sector through different supportive initiatives. Such as, they think that public agencies 
can handover lands to private developers after acquisition as land acquisition is easy 
for public sector using the legal power. They believe that the public sector agency 
should act as enabler or controller but not as developer. According to them, as 
RAJUK is acting just as a developer, its attitude to the private developers is not 
supportive but competitive. There are few other points highlighted by the developers 
which are listed in Table 5.2. 
Besides the land acquisition and planning permission, RAJUK too follows the same 
ways as private developers. Since RAJUK itself is the development controlling 
organization, it does not require planning permission.    
Lands in fringe areas developed in above ways take a long period to be livable with 
basic infrastructure and public services. Uttara Model Town may be mentioned as for 
example. This land project had been launched in the 1960s by RAJUK. But after 1984 
the utility and services had been provided to all sectors of the project area and this 
model town recently has been well connected with the main city through 
transportation services. However, the demand for such housing plots is high as people 
buy such plot with the hope that once the area will be urbanized and suitable for 
living. High-income households also acquire more than one of such plots for 
speculation.  
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The yearly conversion rate of greenfield land to urban use is incalculable in respect of 
Dhaka. No related organizations have such data on annual conversion of greenfield 
lands. However, according to the experts’ opinion and the author’s observation, such 
conversion rate is not sufficient to cater the increasing demand, moreover, as 
discussed before such lands take long period to be livable. Case studies (see Appendix 
3) and the interviews with the public agency and private developers show that such 
land projects take very long time to be completed due to different reasons. For public 
agency, the reasons for delayed duration of land projects are the administrative 
complexity, the lack of co-ordination among different infrastructure and service 
providing agencies and sometimes the lack of fund (according to RAJUK Planners). 
While the difficulties in land acquisition, conflicts with the Government and 
sometimes huge earth filling required for land development and the lack of 
infrastructure are the significant reasons for very long completion period of private 
land projects (according to private developers). According to a renowned private 
developer, RAJUK approved their land project at the beginning, but five years after 
the commencement, RAJUK disallowed the development work of the project on the 
grounds of filling-up the water body and causing harm to natural drainage system. 
Such activities and attitudes of RAJUK often make the land projects of private 






















































































Map 5.1 Recently Completed and Ongoing Private and Government Residential Land 
Development Projects 
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Figure 5.1Green land development: an ongoing project of public agency (left) and a halted 
private project 
 
5.2.1.1 Problems in Greenfield land development 
Low Elevation of Land at the Periphery 
The main built-up urban area of Dhaka and its northern part is high land. This has a 
general elevation of 20 ft.-25 ft. above the survey of Bangladesh sea-level datum 
(SoB) and includes 10ft to 15 ft deep reentrant valleys. To the West and South lie the 
flood plains of the Turag and Buriganga rivers which typically are at levels ranging 
from 4ft to 9ft SoB. These lands are inundated every year. To the east lies the flood 
plain of the river Balu generally at a level of between 9ft to 11ft. SoB. These areas are 
susceptible to seasonal flooding of short duration (see Map 5.2). There are several 
isolated small mounds rising close to high land level inhabited by small clusters of 
homesteads. 
Thus there is only a small proportion of land high enough to be free from regular 
inundation. SoB datum suggests that, development expenses would be minimal 
towards the North of the city which is by now fully engaged to different urban uses. 
The flood plain towards East is the next best location where different housing 
agencies are competing with each other and the government to acquire as much land 
as possible. The situation with the western plain is similar and, it would be the most 
expensive part to develop because of the lowest elevation.  








































































Source: Arc Tech, 1999  
Map 5.2 Flooded and Flood Free Areas in and around the Dhaka         




Figure 5.2 Dhaka Surrounded by low lands (left), the proposed land development project area in 
rainy season (right)  
Hence the topographical characteristics of Dhaka have limited the supply of housing 
land to a great extent as well as have increased the cost of land development in the 
periphery of the city.  
Lack of Infrastructure and public services 
The land problem in developing countries is not the lack of land, but the lack of 
serviced land (van Meurs, 1986). In Dhaka, slow provision of infrastructure and 
public services has caused the bottlenecks in supply of serviced land. In a publication 
of UN ESCAP (1998) based on the in depth experience in this field, it is mentioned 
that one of the reasons of high land speculation is the lack of infrastructure and 
services. The high land speculation in Dhaka is supportive to the argument that the 
infrastructure and service provision in Dhaka is lagging comparing the huge demand 
for serviced land. In Dhaka, the percentage of vacant land is high and along with 
some other reasons, the lack of infrastructure and services like water supply, 
electricity, drainage, etc. have caused such underutilization of land.  
In Bangladesh, the provision of infrastructure and utilities is solely the responsibility 
of the public sector. The low public sector investment in infrastructure development 
and services reveals the low concern of the government in this respect (see Table 5.3). 
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Table 5.3 Relative share of selected service sectors to the public sector allocation    
Relative Share of Sectors (%) in Total Public Sector Allocation 
Sectors 1
st Five Year Plan 
(1973-77) 












Water Supply and 
Housing 
5.81 7.80 5.20 2.20 - - 
Roads 3.3 5.2 3.7 3.7 9 7.6 
Source: Fifth Five Year Plan, 1997-2002    
The development of surface transport system in Dhaka is constrained by three distinct 
sets of factors. These are physical (e.g., difficult terrain, periodic flooding, poor soil 
condition, etc.), low investments and maintenance and inadequate institutional 
framework (four ministries, nine transport sector parastatal and lack of co-ordination 
and autonomy of transport parastatals).  
For horizontal expansion of the city, efficient transportation system is essential. In 
Dhaka city, the public transportation provision is very poor. Only 8.7 % of population 
use public transport like bus or minibus. The lack of efficient and cheap transportation 
system discourage people to live far from the city which ultimately hinder the 
















Source: ADB, 2001 
Figure 5.3 Mode of travel used in Dhaka 
Other service provisions like water supply, electricity, sewerage system are also very 
unsatisfactory in Dhaka. Within the municipal area 70% of households have piped 
water provision (UN ESCAP, 1995). Such poor water supply situation even in 
Land as an Impediment for Housing Provision 
 87
municipal area indicates the worse situation of the greater Dhaka (RAJUK 
jurisdiction). In case of electricity, only 30% of households in greater Dhaka have 
been provided by Dhaka Electricity Supply Authority (Fifth Five Year Plan, 1997-
2002). The fact about sewerage system regarding the greater Dhaka is not available. 
But the situation even within the municipal area is very bad; only 50% of households 
have access to sewerage system (UN ESCAP, 1995). From this statistic, the worse 
situation of greater Dhaka can easily be realized.        
High land development multiplier (ratio of the price of raw land to the price of 
developed land) is the indication of poor land supply for housing while the high land 
development multiplier is caused by slow infrastructure development along with few 
other reasons like complexity of development process, quality of land, etc. In Dhaka, 
the land development multiplier is 6 while the average land development multiplier of 
South Asia is 2.9 (ADB, 2000). Hence, the high land development multiplier in 
Dhaka indicates the dearth of land supply for housing. And the lack of infrastructure 
is one of the main reasons for such high land development multiplier.   
Land Speculation and land grabbing  
In most of the third world cities there are no investment opportunities which are as 
profitable as land. Combined with the inability or unwillingness of governments to 
take serious measures to stop speculation (by creating equally profitable investment 
opportunity, enforcing adequate tax regulations or by land ceiling) this has led 
speculation to take excessive forms (Baken and Linden, 1992). Dhaka city is not 
different in this context; according to the experts, speculators in the land market hold 
significant amounts of land especially in fringe areas and this minimize the supply of 
land. Land speculators would be the individuals (less than 30 percent of the 
households of the city own more that 80 percent of its land, Islam, 1985) or the real 
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estate developers. Currently one prime land developer holds 2,278.22 acres of lands 
among which only 126 .72 acres have been developed so far (Author’s Survey, 2003).     
Apart from the above speculators there is a different class of underground operators 
active in the field; they are the land grabbers who illegally and at times forcibly 
occupy vacant government land or even private land. Once occupied, they would 
either set up slums or sell out the land in a clandestine manner, taking advantage of 
numerous loopholes in law. The lands grabbed in illegal ways are not used for 
development but kept for speculation. Recently a Parliamentary Body revealed that 
different real estate developers and others in the name of associations and groups have 
illegally grabbed about 1,000 acres of state land in Dhaka and its environs (The Daily 
Star, November 07, 2003). Thus, the land speculation and land grabbing have 
narrowed down the availability of developable greenfield lands in fringe of Dhaka.  
Unclear Government Rule 
Recently the greenfield land development is also being hampered by an act on 
wetland protection, passed in 2000. The purpose of the act is to protect water bodies 
for the natural drainage to control water logging in the city. But due to lack of 
refinement in the operational definition of (technical) terms (such as “water body”) 
and demarcation of such water bodies, this act is causing harm to the land 
development in the fringe of Dhaka. Unscrupulous developers may find ways to get 
around the rules and build on land (or water) which they should not but on the other 
hand the honest land developers may also include such water bodies within their 
projects unintentionally and ultimately they may have to stop their projects when 
RAJUK will notice that. Three land development projects of interviewed renowned 
land developers are halted due to such conflict with RAJUK (Author’s Survey, 2003). 
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If the act was clearer and the water bodies were demarcated properly the genuine land 
developers would not face such harassment. 
5.2.2 Development and Redevelopment within the City   
Dhaka is a city of migrants. Currently 60 percent of population of the city is migrants. 
Such huge in-migration has caused the skewed land ownership of Dhaka. Less than 30 
percent of the households of the city own more that 80 percent of its land (Islam, 
1985). The permanent citizens inherited land and high and middle income households 
who migrated in early period could acquire land as the land price was not unreachable 
then. But, with time it has become very difficult for migrants to own land in Dhaka 
(see Figure 5.1), which have caused such skewed land ownership.  
Migrants acquired land from individual permanent citizens and from government land 
projects. Within the city, there are some permanent residents who still subdivide their 
land and sell to individuals. The owners of plots provided by government land 
projects during the 60s or 70s also sell their vacant or built-up plots due to financial or 
other reasons. In almost all cases of developers’ housing projects and self-built 
housing, the plots are purchased from the original owners of the government land 
plots (See Appendix 3). Hence vacant lands within the city are being used for 
residential development and those occupied by old structures are being used for 
redevelopment. Currently, the users of such lands are only the high income 
individuals and housing developers. However, such land for development and 
redevelopment is very limited as the city is already developed. Moreover, a significant 
portion of land is state owned and most of this owned by the army, police, railway, 
government offices, etc.  
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5.2.2.1 Problems in Using Lands within urbanized Dhaka 
High Land Price in Dhaka  
In Dhaka city, good buildable lands at suitable locations are scarce on the one hand, 
and if available, are highly priced on the other. Dhaka has experienced an 
unprecedented increase in land value since the early 1970s. The pressure on land for 
housing has become extremely high due to high population increase in Dhaka. The 
value of land in Dhaka city, mainly in the central area, has increased at a rate much 
higher than the rate of any other commodity. While between 1969 and 1979 the cost 
of living in Dhaka has increased 4 folds, the price of high class residential land has 
increased 25 to 35 folds (Seraj, 1990). In absence of any proper land value records it 
is very difficult to compare the land price over the past decades. However, the Figure 








































































































Source: 1975 – CUS, Dhaka University, 2000 – Sheltec (Pvt.) Ltd. 
Figure 5.4 Land value increase in different residential areas in Dhaka (1975-2000) 
The land price profile of Dhaka (see Map 5.2) is not uniformly slopped as the 
reduction in price is not proportional to the distance from Motizheel which is the 
Central Business District (CBD) of Dhaka. Most of the major roads of the city have 
distinct commercial characteristics despite the existence of a CBD. Moreover, the 
entire old city (southern part of the city) is a commercial-semi-industrial-residential 
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area. Hence, land price profiles show some sudden crests either at the areas where 
commercial activities intensify or around the prestigious residential areas like 
Dhanmondi, Gulshan, Banani, Baridhara, etc. 
The land price in Gulshan and Dhanmondi, where the housing projects are 
concentrated, is skyrocketing (see Table 3.2). The intervention of housing developers 
in these areas may also have negative impact on land price. As the land is scarce, the 
high competition for acquiring lands which is termed by developers as unhealthy 
competition has also raised the land price. Very recently, housing projects are taking 
place in Uttara, however even in 1995 there was no apartment project in Uttara 
(REHAB Survey, 1995). In Uttara, the land price still is not very high comparing that 
of other residential areas. Uttara is very far from the main city, but recently it has been 
well connected with the city centers and other civic facilities have also been provided 
here. For this reason, people are being attracted to live there as well as the developers 
have also become interested to take housing projects there. But if the land supply is 














































































Source: Author’s Survey, 2003 
Figure 5.5 Correlation between land and house prices in different areas 
Land consumes the major portion of housing investment. Hence the land price has a 
significant impact on house price. Figure 5.5 shows that in Dhaka the price of 
apartments provided by housing developers varies with the price of land. 





































Source: Author’s Survey, 2003 
Map 5.3 Land Prices in Different Residential Areas in 2003 
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Underutilization of Land 
A large amount of vacant or underutilized land within the city is not released for use. 
Central government is intimately involved in the acquisition of urban land under the 
Acquisition and Requisition of Immovable Property Ordinance, 1982. Where more 
land is acquired than is needed, while it may temporarily be allowed to remain in the 
occupation of the erstwhile owners, government agencies do not release the excess 
land and return it to those former owners. Such practice causes much of the vacant 
and underutilized government land noted above.  Data on underutilized or vacant land 
within Dhaka are not available. However, some renowned studies have focused on the 
underutilization of land. According to a study in 1983 (Willcox, 1983), roughly two-
thirds of the land within the urban area is held under the control of various public 
agencies. Significant amounts of these holdings are either vacant or are grossly 
underutilized. Privately held land in wealthy enclaves is also underutilized. Such 
problem of vacant or underutilized land has also been narrated in the study by UN 
ESCAP (1995). According to that study, in Dhaka municipal area, there is a 
significant amount of vacant land due to lack of access road and public services, land 
ownership dispute, lack of capital for development, low quality of land etc.  
Experts believe that with efficient government policy for proper utilization of land, 
adequate flood-protection and civic service provision, there is large amount of 
underutilized land in Dhaka to cater the housing demand. The non-use or 
underutilization of this land for addressing the urban shelter shortage is caused by a 
failure of institutional capacity within the government. 
Land Subdivision 
In Dhaka, the existing inheritance law allows unfettered freedom for fragmentation of 
urban land. With the passage of time, land parcels are becoming smaller and smaller, 
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rendering some plots totally unbuildable. Due to excess subdivisions, it is not possible 
for housing developers to get a chunk of land for taking a large housing project (see 
Table 4.16). To find out different parcels of land and carry out different small projects 
at a time is more difficult and time consuming comparing a large project on a large 
area. Excess subdivision of land also causes wastage of land. In Dhaka, there is 
density control such as FAR, height zoning. Smaller plots keep more land vacant as 
per building by laws. In the Figure 5.6 the shaded land could be utilized if the land 




Figure 5.6 Land subdivision and density control 
Problems with Land Title 
Land dispute affects the utilization of lands within the city; however, it also hampers 
the Greenfield land development. According to the experts, the common disputes for 
adjudication and resolution arise over sharing a particular parcel of land, subdivision 
of land, illegal possession, illegal trespass or encroachment by the owner of adjacent 
plots, etc. Many of these cases could be avoided if the title was clear and there were 
up-to-date land records and transparency in the record of rights. The number of cases 
of land dispute pending for judgment in the District Judge’s Court was 275,140 in 
1995. Sixty to eighty percent of cases in civil and criminal courts are related to land in 
one way or another (Siddiqui, 1997).  
Due to inadequacies in land registration, both land tenure and transfers are insecure in 
Bangladesh. An individual land owner can sell a parcel of land to several persons 
using the benefit of corrupted land registration office. Therefore for one parcel of land 
several persons may have documents. Land disputes and cheating with land title are 
mainly related to freehold lands. The leasehold lands provided by government land 
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projects such as Gulshan, Banani, Dhanmondi, Uttara are not suffered from such 
problems. For this reason, the housing developers mainly prefer the leasehold lands. 
The concentration of ongoing projects in such areas also indicates that the housing 
developers are mainly using such lease hold plots (see Table 3.2). 
5.3 Conclusion  
Table 5.4 Reasons of the constraints in land provision   
Resulted From Problems in Land Provision 
Government Failure Market 
Failure 
Natural 
Lack of Infrastructure 
 
Government is fully responsible for 
infrastructure development 
- - 
Low elevation of Land  - Physical Character 
of Dhaka 
Undefined Wetlands Unclear government rule - - 
Land Speculation Lack of government policy such as 
taxation on vacant land, restriction on 




















Ineffective land administration   
Land Subdivision 
 





Resulted from ineffective government 
policies and lack of initiatives 
- - 














High Land price Resulted from inadequate supply and high demand. Inadequate supply by 
the market is caused by the lack of government support and also supply 
restricted by the low elevation of land  
 
This chapter has described the land market situation and pointed out and analyzed the 
factors responsible for the dearth of land supply and the high land price. An active 
land market with different actors exists in Dhaka, but due to the lack of supportive 
environment, the existing land market is not being able to solve the problems related 
to land supply and maximize the supply of land. Table 5.4 summarizes the findings of 
this chapter.  After analyzing the land supply constraints, it can easily be said that 
most of the constraints are directly or indirectly caused by the ineffectiveness of 
government policy and the inefficiency of government organizations and authorities 
responsible for the management of land (see Table 5.4). 
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Chapter 6 Housing Finance in Dhaka  
6.1 Introduction 
Housing finance is a vital precondition for homeownership. The ownership of housing 
can easily be beyond the reach of many families without housing finance (Buckley, 
1996). The housing finance sector in Bangladesh is both underdeveloped and highly 
compartmentalized. Formal construction and mortgage finance by the banking sector, 
which requires proof of land ownership or leasehold deeds and the deposit of title 
document as collateral, is only used for a small proportion of new house production 
and for an even smaller proportion of purchases of existing houses. The 1993 Asian 
Development Bank (ADB) survey of the homeowners of newly houses in Bangladesh 
showed that the most important source of housing finance was household savings 
(more than one-third of financing package). Loans from relatives and friends were the 
second most common form of finance, followed by the sale of a certain portion of 
land to finance the construction on other portion. Employer and bank loans were 
utilized by 13 percent of new home-owners and the Bangladesh House Building 
Finance Corporation loans were only acquired by 5 percent, all in the higher income 
brackets.  
The housing credit portfolio is a measure of the relative size of the housing finance 
sector and its ability to provide households with the funds necessary to purchase 
housing (Angel and Mayo, 1995). In Dhaka the housing mortgage to credit ratio is 
relatively lower (See Table 6.1) which indicates that the finance institutions most 
likely face legal or institutional constraints that make it difficult for them to meet the 
demand for housing finance. Moreover, in context of Dhaka, it is also well known that 
the housing loan is mainly used by the rich people to hide their black money as well 
as to evade income tax, though they do not need mortgage.   
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Table 6.1 Housing mortgage to credit ratio in different Asian cities (1990) 
Cities Housing Credit (%) 
Dhaka 5.7 
Singapore 15 
Kuala Lumpur 22 
Bangkok 7 
Manila 7 
Source: Urban Indicator Program, 1994-96, ADB; Angel & Mayo, 1995 
It is widely acknowledged that new finance systems have to be developed and some 
promising initiatives have been taken (Hoek-Smit, 2000). This chapter discusses the 
present mortgage-based housing finance system in Bangladesh and government policy 
towards the formal housing finance sector. 
6.2 Major Mortgage Lenders in the Market  
6.2.1 The Bangladesh House Building Finance Corporation 
The HBFC was established in 1952 to stimulate middle-income housing construction 
for civil servants in urban areas and Bangladesh HBFC was recognized in 1973 after 
independence of Bangladesh. While the majority of its clients are still civil servants, 
its mandate has broadened to include all eligible private citizens or citizen groups. It 
does not lend to developers or builders.  
The state owned Bangladesh House Building Finance Corporation (BHBFC) has the 
largest share of Tk.29.91 billion in outstanding housing loans as of end June 2003, but 
it is no longer the market leader in new lending, as current lending is very limited due 
to the following reasons. Not a deposit taker, the BHBFC in the past funded its 
housing loans by issuance of low interest debentures bought by the Nationalized 
Commercial Banks and the Bangladesh Bank. Additional transfers directly from the 
government budget are occasionally provided on a limited scale. The interest rate on 
the debentures differs and the most recent ones were 8 percent for last 7 to 8 years. 
With this funding mode unavailable in recent years, the BHBFC has been forced to 
rely on recoveries of past loans for new lending after defraying operating and debt 
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servicing costs. Consequently, its new lending has been small, Tk.1.15 billion and 
Tk.1.20 billion in FY02 and FY03 out of recoveries of Tk.2.48 and Tk.2.50 billion 
(Annual Report 2002-03, Bangladesh Bank). 
BHBFC operates presently only within carefully targeted, higher quality housing sub-
markets in Dhaka. BHBFC provides loan to individuals for housing construction as 
well as apartment purchase and it also provides group loans to the groups of up to 20 
households that have a jointly purchased piece of land and apply for a mortgage for 
the construction of their housing (co-operative housing).  
Eligibility criteria for the programs specify that for rental properties, three-quarters of 
the rental income of the property must be sufficient to cover the loan repayments, and 
for owner-occupied properties a maximum of fifty percent of the applicant’s income 
must be sufficient for loan repayments. But in context of developing country, 
averagely 25% of household income as for loan repayment can be considered as 
affordable for middle-income people (Buckley, 1996).  
The average time to get a loan approved is 7 to 12 months. Applications are not 
computerized. Rationing criteria are set by management and the Board, and are 
changed at will. In general, priority is given to civil servants and within that group to 
those with the most years of service.  
Among the management of BHBFC there is a lack of interest to move away from high   
and upper middle class market; at the same time there is unwillingness to become a 
commercial entity, less dependent on subsidized government funds. The target clients 
of BHBFC are the same as those of the commercial banks and other private sector 
players in the market. According to BHBFC the only way to get private developers to 
build lower income houses with BHBFC credit is for the Government of Bangladesh 
(GOB) to provide land to developers free. It is preparing a plan to that effect for 
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financing of low cost apartments. BHBFC construction finance to the developers will 
be rolled over into mortgages for middle-income households. It should be mentioned 
here that currently BHBFC does not provide construction loan to the developers.    
Table 6.2 Outstanding Housing Loans and Mortgage Terms of Lenders 
Outstanding (Billion Taka) Lenders 2001 2002 2003 Lending Terns 
BHBFC 28.08 28.85 29.91 
15 years 
13% for loans <1.4 million 
15% for loans >1.4 million 
p.a. compounded 
12 months grace period  
LTV ratio 60% 
Max. Loan Tk.2.5 million 
Banking Sector 26.69 31.18 36.69 
10 years 
16% p.a. compounded 
LTV ratio 50% 
Av. Loan Tk.1.5 to 2.5 million 
Private Housing Finance Co. 2.03 3.02 3.93 
15 years 
15.75% p.a. compounded 
LTV ratio 70% of apartment price 
Av. Loan Tk.900,000 
Max. loan Tk.3/4 million  
Other financial institutions 0.23 0.11 0.18 Almost same as above 
Source: Annual Report 2002-03, Bangladesh Bank; Author’s Survey, 2003 
6.2.2 The Banking Sector 
The commercial banks, both public and private, the foreign banks and the specialized 
banks are the other financial institutions with a considerable proportion of their 
combined assets in housing. For the entire banking sector the total outstanding 
housing loans were Tk.39.69 billion at the end of June 2003 and among that Tk.21.78 
billion were held by NCBs (see Table 6.2). The majority of the accounts held by the 
banking sector are individual accounts and only 3 percent loans have been made to 
housing societies (see Table 6.3).  
Table 6.3 Outstanding housing sector advances with accumulated interest, (million Tk., all 
banks)    
Construction Loan 1995 1996 1997 
Housing Societies/Companies 2,338 967 4,138 
Housing/Individuals 10,204 13,183 13,552 
Other than Housing 6,297 7,018 6,837 
Total 18,839 21,167 24,528 
Source: Scheduled Bank Statistics, Bangladesh Bank, 1997 
Housing Finance in Dhaka 
 100
The total housing advances amount to only 4 percent of assets of NCBs. The private 
banks have the largest proportion of housing related assets (9 percent), and the foreign 
banks have the least involvement in the sector (2 percent). Credit restrictions, 
specifying the proportion of deposit funds that could be lent for housing, were only 
withdrawn in 1988 and after that time investments in the housing sector soared. Over 
the years, major problems in loan recovery began to plague the housing portfolios and 
the banks gradually decreased the proportion of advances for housing. 
NCBs are reluctant to extend lending to the housing sector. Most only consider 
housing loans for clients that have other business with them and have the income and 
assets to support these loans. The second category of borrowers is the bank’s own 
employees for whom special concessionary conditions are applied. Indeed, long-term 
housing loans are considered risky in comparison to one year merchandise loans; 
since these loans contributed in the past to the bad recovery record and bad debt 
situation that plagues the banking system (NCBs can officially only receive deposits 
for a maximum of 3 years). The recovery rate of the housing loans in the banking 
sector averages approximately 70 percent. The poor recovery rate is due mostly to 
older loans and recovery exceeds 80 percent on loans disbursed after 1990 
(Bangladesh Bank, 2003). Default and foreclosure laws are complicated and it takes 
in excess of 5 years before a property can be repossessed.  
6.2.3 Private Housing Finance Companies 
In recent years, two housing finance corporations have been registered as public 
limited companies. As in India several decades ago, efficiently run housing finance 
companies may revolutionize formal housing finance in Bangladesh and their 
development and growth deserves to be encouraged.   
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Delta Brac Housing Finance Corporation Ltd. (DBH). It is the first private housing 
finance company. DBH was licensed as a non-bank financial institution by the 
Bangladesh Bank (Central bank of Bangladesh) and started its operations in 1998. Its 
initial paid capital of Tk.200 million was subscribed by both national and 
international sponsors as follows: 
• Delta Life Insurance Co. 25 percent 
• BRAC 25 percent 
• Green Delta Insurance Co. Ltd. 20 percent 
• International Finance Corporation (IFC) of World Bank, 15 percent 
• Housing Finance Corporation Ltd. From India 15 percent. 
IFC also offered 10-years loan guarantees for loans from local banks up to $2.5 
million. HDFC, which is the largest and the most successful mortgage lender in India, 
offered technical assistance in the initial stage to get the company get off to an 
efficient start. Management of the company is young, professional and energetic. In 
the financial year 2002-2003, the disbursed amount of its loans was Tk.1.45 billion.   
In case of apartment purchase, a tri-partied agreement between developer, customer 
and DBH is signed, in this agreement the loan is sanctioned to the customer but DBH 
gives the money to the developer and developer gives the documents of the apartment 
registration to DBH and the customer get the document after full repayment.  
For DBH loan, property’s mortgage is not needed to be registered; only need to keep 
the original documents related to the property ownership to DBH (Equitable 
Mortgage). In this way, borrower can save the significant expenditure due to the 
registry of the mortgage.  
National Housing Finance and Investment Limited. National Housing is a unique 
saving and loans institution. It is promoted with an authorized capital of Tk.2000 
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million and subscribed capital of Tk.400 million by a consortium of 18 corporate 
entitles including 7 insurance companies 35 percent, 4 banks 20 percent, 1 
development finance company 5 percent, 6 local corporate/business groups 30 percent 
and 2 non-resident Bangladeshi Overseas Investors Forums 10 percent. Incorporated 
in August 1998 as a public Limited Company and licensed by Bangladesh Bank as a 
non-banking financial institution, National Housing is engaged in the core business of 
promoting savings and home ownership in Bangladesh. The average annual 
disbursement of loan is of Tk.480 million.  
The interest rate of both DBH and National Housing is not suitable for the limited 
income people but according to them, as it depends on 13.25 interest rate and 7-9 
years tern Bank loan, it is difficult to reduce the interest rate.  
There is another leasing company whose main concern is industrial loan; however, it 
is also involved in housing loan to some extent. It is the leasing company Industrial 
Development and Leasing Company of Bangladesh (IDLC) whose terms and 
conditions of housing loans are same as those of housing finance companies discussed 
above. Last year this leasing company disbursed housing loans of Tk.290 million.  
6.2.4 Finance Schemes for Public and Private Service Holders 
Employees of government and semi-government and some other large private 
organizations have some sources of limited finance. Most of these are indeed 
generated from their own savings accumulated in the form of an emergency fund. 
However, the provident fund and gratuity are a lump sum amount generally available 
at the end of a long service and do not force the beneficiaries to spend it towards 
housing (Rahman, 1990). Successful housing schemes in Singapore rely on the 
utilization of cumulative provident fund on housing; it was a very effective financial 
policy to raise the demand in housing market (Zhu, 1997). No such innovative scheme 
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exists in Bangladesh. 
6.3 Mortgage Affordability of Middle Income Households 
The average monthly income of upper middle-income people in Dhaka can be 
considered as Tk.20,000 to Tk.30,000. It is examined that 25 to 30 percent of monthly 
income as mortgage payment can be considered as affordable for middle income 
people in developing country (Buckley, 1996). Considering the income range and 
even the higher proportion of monthly income (30%) as mortgage payment, this group 
can pay Tk.6,000 to Tk.9000 as monthly equated installments (MEI). The following 
table gives a comparative picture of existing mortgages and the affordability of the 
middle-income group considering the current lower price of apartments (Tk.20 
million) provided by the private developers. 
Table 6.4 Affordability of middle income households and existing options regarding housing 
mortgage  
Affordable MEI for 
the middle income 
households 
MEI of BHBFC 
LTV ratio 60%  
MEI of Private Housing 
Finance Co. 
LTV ratio 70% 
MEI of Banks 
LTV ratio 50% 
6,000-9,000 10080 20692 22521 
Source: Author’s Survey, 2003 
The required MEIs of existing housing mortgage options are quite higher than the 
amount the middle-income households can afford (see Table 6.4). Only BHBFC loan 
can be affordable to some extent, but as mentioned before, the BHBFC loan provision 
is very limited and mainly serves the public service holders. Hence in existing market 
situation, most of the housing mortgages are beyond the reach of actual middle-
income people. Housing mortgage is not affordable for most of the households due to 
high interest rate. Such high interest rate of the housing mortgage is a long term 
phenomenon (see Figure 6.1) which has deterred the effective demand for housing 
and the expansion of formal housing market.  














































Source: Author’s Survey, 2003 
Figure 6.1 Mortgage Rates over Last 14 years (1990-2003) 
6.4 Government Policy towards the Housing Finance Sector 
The National Housing Policy of 1993 recognizes that the formal sector housing 
finance is only accessible to a small segment of population who are mainly the high 
income people. The policy proposes a comprehensive approach to enhance the public 
and private sector housing finance systems’ efficacy. It emphasizes the private sector 
involvement in housing finance market and also the essentiality of establishing private 
housing finance institutions. Some of the objectives stated in the policy are as below: 
• Resource mobilization through tapping household savings for both public and 
private housing finance institutions. 
• Increasing the proportion of funds from insurance companies, unit trust, 
commercial banks, and other financial institutions to be allocated to housing and 
providing other incentives for these institutions to increase their role in the 
housing finance sector. 
• Reforming the BHBFC into a self-sustaining premier housing finance institution.  
• Introducing a secondary mortgage system in order to attract funds from a wider 
range of investors. 
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• Establishment of a Low Income Housing Fund from which new financial 
institutions and NGOs could acquire funds for on-lending to limited income 
households, community groups, etc.  
While this policy is a comprehensive approach to housing finance, it remained a plan 
without an implementation strategy. The BHBFC has only made very limited progress 
in becoming self-sustainable or in reaching limited income households. Few, but 
important new developments took place in the primary market and a secondary 
mortgage market has remained unfeasible since capital markets are still insufficiently 
developed and it is not clear who the buyers of the mortgage securities would be. 
Insurance and Trust Acts have not been changed to facilitate lending by long-term 
investors in the housing sector (Hoek-Smit, 2000). 
6.5 Main Issues in Expanding the Formal Housing Finance System 
The general weaknesses of the finance sector have of course a negative impact on 
long term lending for housing. Here only the shortcomings in the housing finance 
system which need to be considered and recovered for achieving efficient formal 
housing finance system have been described briefly. Analyzing the existing situation 
and from different literatures (Buckley, 1996, Renaud, 1987, Hoek-Smit, 2000) the 
following issues have been identified. 
6.5.1 Distortion in the savings rates and resource mobilization 
The main distortion in the savings and debt system is the high rates on savings 
accounts offered by the government savings plans compared to market rates offered 
by private deposit taking institutions. The rate on a one year fixed deposit account by 
Post Office Savings Bank is 10.5 percent, and by private banks approximately 8.5 
percent. Other savings instruments of the government carry between 10 and 13 
percent interest (last 10 years). The government requires this savings schemes for its 
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debt financing. This distortion makes it difficult for private sector institutions to raise 
household funds and hinder financial market development. Indeed, it is unlikely that 
the bond market will develop within this financial market structure. Housing finance 
is affected by the difficulty of rising long term funds in the domestic financial market.  
6.5.2 Interest rate subsidies 
The BHBFC has access to lower-cost funds and is not yet required to incorporate 
adequate bad debt provisions in the overall cost of credit. This allows it to set its 
lending rates below the market rates, making it difficult for the private sector to 
compete and, therefore suppressing the development of the private mortgage industry. 
Interest rate subsidies have some major drawbacks apart from stifling private 
mortgage market development. First, they subsidize debt rather than housing directly. 
A below market interest subsidy encourage people to borrow as much as possible and 
repay their loans as slow as possible. Second, the subsidies increase with inflation 
when interest rates go up, a poor index for subsidization. Alternative ways of 
subsidizing those households that could, with some assistance, participate in the 
formal mortgage market, need to be considered.  
6.5.3 Subsidy targeting 
Problems of interest rate subsidies are aggravated by the poor targeting of the existing 
subsidy system. Subsidization loans are presently provided to those who could 
participate in the private market without assistance. Indeed, there is no difference in 
the income level of recipients and loan amounts between the private lenders’ and 
BHBFC’s clients (Hoek-Smit, 2000). 
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6.5.4 Risks, affordability and mortgage instruments 
Little experimentation has taken place to explicitly introduce different mortgage 
instruments designed to address the perceived risks in mortgage lending and to make 
mortgage finance more affordable to middle income households.  
The Fixed Rate Mortgages (FRM) is the most common instrument in Dhaka. This 
arrangement exposes the lender to interest rate risk if unanticipated inflation occurs. 
However, lenders seem to feel that if a change is needed they can do so even on older 
loans on their books. In other words, while mortgage are written as fixed-rate 
mortgages, these are in fact adjustable instruments (ARMs) at the discretion of the 
lender. Most of the borrowers are not aware of this provision, however, and it has not 
been regularly applied. This adjustment feature considerably decreases the interest 
rate risk to the lender, however, and therefore should be reflected in the rate structure. 
An explicit adjustment or index may be useful to consider. 
6.5.5 Dealing with credit risk 
Both banks and non-banks in Bangladesh are plagued by bad debt. Yet, very little 
systematic analysis is taking place on the specific causes of mortgage default. Even 
the groups who are very eligible considering income, have high default rates, 
suggesting that mortgage lenders cater to the wrong group or that there are other 
problems in the mortgage lending process. Underwriting methods are very 
rudimentary and do not include a careful market analysis of the property or the 
borrower. Also servicing methods are not inducive to timely payments and there are 
long lapses before overdue notices are sent out. For example, servicing for BHBFC is 
done by Sonali Bank (NCB), however, Sonali Bank does not run any risk in case of 
default. Foreclosure procedures take on average five years, and clients know that 
financial institutions will take them to court in extreme cases. It is, therefore, 
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unknown to what extent a poor payment records is based on client’s inability to pay, 
the low value of the building relative to the outstanding loan, or the perception of 
clients that no action will follow in case of non-payment.  
Adequate systems have to be developed to classify the loans and deal with bad debt 
through special provisions. BHBFC has not yet addressing this issue adequately and 
the non-performing loans keep compiling on its books.  
6.6 Conclusion 
In summary, the formal mortgage market 1. is small relative to both new housing 
construction and the market for existing houses, 2. only serves the highest income 
groups, 3. has inefficiency and unsound underwriting, loan administration and risk 
management practices, that raise interest rates to borrowers and produce very high 
default rates, 4. has a compartmentalized structure that provides advantages to the 
government owned BHBFC, which operates in the same high income market as do 
private lenders. The present establishment of new private housing finance institutions 
is a hopeful sign for more healthy development of the mortgage market. However, 
these HFIs have difficulty in mobilizing adequate resources because of the lack of 
financial market development and the competition with government savings schemes. 
Hence, effective government financial policies and supports for private HFIs are 




Chapter 7 Conclusion 
In Dhaka, the housing situation is characterized by shortages of owner-occupied 
middle-income housing. The study has reviewed the present state of housing 
provisions with particular reference to its suitability for the middle-income group of 
people. Existing housing provisions are quite unaffordable for middle-income 
households. Due to such unaffordable housing provisions, the only housing option for 
middle-income households is to accommodate themselves in rental housing provided 
by individuals in formal or informal ways.  
Considering the housing market situation and housing preferences of middle-income 
households, the study reveals that to maximize the home ownership among this group, 
middle-income housing provision by private developers is essential. The private 
housing market in Dhaka is well active but has not yet been able to supply middle-
income housing. Affordable housing provision for middle-income people requires 
ample supply of housing land and availability of affordable housing finance. In 
Dhaka, most of the supply and demand constraints for providing middle-income 
housing are caused by the ineffective and insufficient supply of housing land and 
unavailability of affordable housing finance.  
Analyzing the land supply constraints, the study has revealed that most of the 
constraints are caused by the ineffective government policies, lack of government 
initiatives to maximize the supply of land and lack of proper planning and plan 
implementation for the development of Dhaka. All the constraints in utilizing the 
green field land as well as the land within the city such as lack of infrastructure, land 
speculation and grabbing, high land price, problems with land title, under-utilization 
of land and problems due to the high land sub-divisions are caused by the failure of 
the government in initiating proper policies to minimize these difficulties. Some of 
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such initiatives need to be taken by the government have been described in the 
recommendations. The low elevation of land is a natural constraint, but even in this 
case, the government can be blamed for not taking the initiatives to use these lands by 
erecting embankments and providing proper drainage system. The housing finance 
system is also negatively affected by defective financial policies of the government 
and due to the lack of public sector supports for the smooth and efficient functioning 
of private housing finance market. Different literatures (Li, 2002; Sheng, 2002; 
Gallent, 1998; Yu, 1997; Grange and Pretorius, 2000) show that even in different 
developing countries public sector initiatives to provide affordable housing as well as 
to support private housing market has remedied the housing problems to a great extent 
and have made housing affordable for even low-income people. But in context of 
Dhaka such initiatives by the government is absent and which has created such 
complicated housing situation. Moreover the corruption and weakness of the 
government authorities has deteriorated the performance of housing provision systems 
in Dhaka. The recommendations made by this study also reveal that only government 
initiatives and well functioning of government authorities can help the housing 
provision system to meet the need of all strata of population. 
The unavailability of owner-occupied middle-income housing is therefore not the 
result of ineffective housing market but it is caused by the ineffectiveness and 
unwillingness of the government to eradicate the market constraints and to support the 
market. It is therefore no surprise that the housing market will be efficient enough to 
provide middle-income housing if the government supports the market with 
appropriate policy measures. 
Analyzing the existing housing and land market and all the market impediments the 
study recommends the following measures for the effective performance of land and 
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housing markets in Dhaka.                  
Recommendations to minimize the dearth of land supply  
• Use of low elevated land 
The conflicts between the public agencies responsible for development regulation and 
the private land developers are very often in Dhaka. The conflicts mainly arise when 
the public agencies blame that the low lands around the city are being filled up by 
land developers which will hamper the drainage system and in turn will cause 
increased flooding during monsoon. But to keep pace with increasing demand for 
land, such lands need to be utilized to reduce the pressure within the city through 
horizontal expansion. These low lands should be brought under development by the 
provision of flood protection measures and proper drainage system.  
• Infrastructure and public services 
Infrastructure development is essential for horizontal expansion of the city. It is 
blamed that the Government often provides arterial infrastructure, leaving the 
provision of secondary and tertiary infrastructure to individuals or private sector 
developers. Because of the inability of the private sector or individuals to assemble 
raw land, only land closest to the arterial infrastructure is developed, causing ribbon 
or corridor development. Land farther away from the arterial infrastructure is often 
left un-serviced and thereby unusable for urban purposes. Thus one gets city 
development patterns with large pockets of vacant, undeveloped land. This type of 
development causes increased costs of doing business in the city as it increases the 
costs of transport and provision of infrastructure. Such issues should be considered 
carefully in planning infrastructure development.  
Privatization can be a solution for the remedy of urban services and infrastructure 
shortages. Experience thus far with privatization in developing countries indicates that 
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private corporations, non-government organizations have potential advantage over 
government agencies in providing certain services (Heinsworth, 1990). These 
advantages include the ability of private companies operating in competitive markets 
to offer lower production and delivery costs; greater efficiency in service delivery; 
better access to current technology; greater capacity to obtain and maintain capital 
equipment; wider choice and more flexibility in service provision; more rapid and 
efficient decision making; reduced financial burdens on government and more 
flexibility in adjusting the types and levels of services to changing needs.  
Bangladesh has good experience in privatizing urban services. Few private companies 
and non government organizations are operating very efficiently in 
telecommunication, electricity generation and solid waste management. The success 
of these companies proves that the privatization of selected infrastructure 
development and service provision would be a very wise initiative to expand the 
provision of services and serviced lands.  
• Government policy for efficient use of land 
The land and housing policies, land laws are needed to be revised and updated to be 
appropriate for changing situation. Currently rural and urban areas are governed by 
the same land policies and laws. But specific land policies are essential for rapidly 
changing urban areas.   
In Dhaka, land speculation is one of the most significant obstacles in maximizing the 
supply of residential land. To minimize land speculation, macro economic measures 
e.g. creation of alternative investment opportunities, can be useful. However, some 
tax policies may also be effective to solve this problem. If property tax is imposed on 
vacant land or excess holdings, and tax collection system is made efficient with 
proper record-of-rights, land speculation can be controlled to a great extent. 
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Government also can take measures like land ceiling, acquisition of excess land, 
considering their suitability in context of Dhaka.     
Some government policies can help the efficient use of land and in this way can 
minimize the dearth of land supply. As mentioned before, high rate of land 
subdivision in Dhaka has left some plots unbuildable and minimize the utilization of 
land. In newly developed land projects, small plots are handed over to individuals 
which will in turn cause the same development pattern currently exist in the city. In 
this regard, government can take initiative to provide chunk of land to the housing 
developers limiting the size of apartments which would be suitable for middle and 
lower income people. By such initiatives, housing developers will be able to construct 
large sized buildings with huge number of apartments; which will maximize the 
utilization of land and will help in providing required open spaces. The housing 
development pattern in Singapore or the government quarters for civil servants in 
Dhaka can be followed in this regard.  
As mentioned before, there is a huge amount of government owned land in Dhaka. In 
order to maximize the supply of residential lands, government can allocate these lands 
to reliable housing developers where house size and price can be fixed to be suitable 
for middle income households.  
High rise building has no alternative to maximize the use of land in a city with limited 
land but ever increasing population. Currently in Dhaka, the construction of high rise 
buildings is discouraged showing the environmental and urban services problems. But 
the government should take measures to support the high rise construction by 
minimizing the actual problems related to utility and services as well as 
transportation. High rise construction can accommodate high population density 
without creating congested situation. Moreover, vertical expansion is suitable for the 
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provision of required open spaces. The government should rethink the matter of high 
rise building very carefully and take positive initiatives in this regard.  
Recommendations for well functioning housing market  
• The role of RAJUK 
RAJUK is the development controlling authority but it is also acting as a real estate 
developer by developing land and selling plots to individuals. As a development 
controlling agency RAJUK should not act as a developer. It should be more 
concentrated on its main jobs which are to prepare and implement the physical plans 
for the development of the city and to control the development. If the government 
wants to carry out housing projects to provide subsidized low cost housing for limited 
income people, it can be carried out by NHA whose main and only job is to provide 
housing for civil servants as well as general public.      
• Development Permission 
The current plan approval system for housing development is very complicated and 
time consuming. Plan approval system of RAJUK should be efficient enough to take 
right decision regarding the proposed development within predefined short time. In 
case of the buildings with more than six floors, development permissions need to be 
collected from nine organizations which is very troublesome and time consuming. 
One stop service to approve the development proposal by a single authority 
considering all the criteria is necessary to minimize the required time and 
harassments.      
• Private sector housing and land development policy 
An appropriate and up to date policy to guide the activities of private land and 
housing developers is essential for the effective performance of private sector in 
providing land and housing. To be realistic and effective, the policy should be 
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prepared and finalized incorporating the opinions of all the stakeholders and 
professionals.    
• Measures for efficient housing finance market 
Appropriate measures should be taken by both the private sector housing finance 
institutions and the government to make affordable mortgages available for middle 
income households. The main issues in expanding the formal housing finance system 
highlighted in the study, such as distortion in the savings rates and resource 
mobilization, unnecessary privilege enjoyed by BHBFC, application of mortgage 
instruments, dealing with credit risk should be considered to minimize the prevailing 
shortcomings in the housing finance system of Dhaka.   
• Coordination 
Coordination among the public agencies and private sector organizations involved in 
housing delivery systems is essential for the smooth supply of housing. Housing can 
be provided by joint initiatives of both public and private sectors. Suitable land for 
housing can be identified by RAJUK. Since RAJUK is responsible for the preparation 
and implementation of physical plans, it should define where residential development 
should occur according to the long term plans. After identification, RAJUK will 
acquire the land and handover to private land developers and after land development 
housing will be provided there by private housing developers. Government owned 
unutilized lands within the city can also be given to the private developers for 
providing middle income housing. In such housing projects, government should 
standardize the size and price of apartments to be suitable for middle or limited 
income households. For the coordination between public agencies and private 
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Appendix 1 QUESTIONNAIRES 
The questions in the questionnaires for the interviews with the middle income 
households, housing developers and land developers are listed here. 
 
Questionnaire for Middle-Income households  
1. Name of the interviewee: 
2. Plot no:                                                                                         
3. Age: 
4. Number of family members: 
5. Occupation: 
6. Monthly Household income: 
7. How long are you living in Dhaka? 
8. How many times have you changed house in Dhaka and why? 
9. How long are you staying in this house? 
10. House rent: 
11. Problems in renting a house in Dhaka city: 
12. Reasons for being a tenant rather than a owner: 
13. Do you have any plot in Dhaka city? 
14. If yes, why have you not developed house on that or why are u not living in your 
own home?  
15. When would you like to be a home owner and why then? 
16. When you will wish to be a home owner will you buy an apartment or build the 
home yourself and why? 
17. Which area in Dhaka city will you prefer to live in permanently and why? 
18. How large (floor area in sqft) apartment would you need?  
19. How should be the price of an apartment to be within your affordability? 
20. Are such apartments available in Dhaka city? 
21. What are the possible reasons for the unavailability of apartments of medium 
prices? 
22. Do you want to buy an apartment with housing loan? 
                  If yes,   
a. Do you know about the housing loan facilities available in Dhaka city and 
what are those? 
b. Are the housing loans sufficient comparing the demand? 
c. Is the interest of loan reasonable comparing the affordability of middle 
income group?  
If no, why? 
23. What steps should be taken to make the apartments available for middle income 
group? 
24. What steps should be taken to improve the affordability of middle income group?  
 
Questionnaire for Housing Developers  
Name of the Company:                                                                 
Year of inception: 
1. How is the way of acquiring land? 
2. Problems in acquiring land. 
3. Agreement/ deal with the landowners  
4. Land prices in different residential areas 
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5. Planning/development permission getting process 
6. Problems in getting development permission 
7. Sources of finance for development.  
8. Agreement/deal with the customers   
9. Steps/initiatives in making housing finance available for the customers 
10. Relation/deal with the housing finance organizations  
11. Average price of apartments in different areas: 
12. Average size of apartments built by the company:  
13. Average number of apartments supplied per year: 
14. Attitude to the activities of REHAB. 
15. Supply side problems in housing market of Dhaka city  
16. Demand side problems in housing market of Dhaka city 
17. Is it right that the high income housing market is saturated and presently there is 
high demand for middle income housing? 
18. If yes, then what are the possible reasons behind this situation? 
19. Is the existing housing supply to the market for middle income group sufficient? 
20. If not, why? 
21. Existing or future possible initiatives by the company for increasing the supply of 
middle income housing? 
22. What initiatives are needed from both Government and non-government side to 
make housing available for middle income group?   
23. What should be done to make the housing market of Dhaka city efficient to 
eradicate the housing problems?   
 
Questionnaire for Land Developers 
Name of the Company:                                                                     
Year of Inception: 
1. Land acquisition process 
2. Project areas: 
3. Provided services by the company 
4. Price of land in project areas before development   
5. Price of land in project areas after development 
6. Development permission getting process: 
7. Problems in getting development permission: 
8. Source of finance for development: 
9. Reasons of high land price in Dhaka: 
10. Way of negotiation with the local people in the time of land acquisition and 
development: 
11. Way of negotiation with the Civil Society in the time of land acquisition and 
development 
12. Way of negotiation with the Government in the time of land acquisition and 
development  
13. Supply side problems in land market of Dhaka 
14. Demand side problems in land market of Dhaka 
15. What initiatives are needed from both Government and non-government side to 
make land available for middle income group/ to reduce the land value? 
Appendix 2 
 124
Appendix 2 SURVEY RESULTS 




















5.Occupation No of respondents 
1. Service 47 
2. Business 32 
3. Banker 4 
4. Teacher 1 
5. Service + business 2 
6. Doctor 3 
7. Engineer 7 
8. Consultancy 1 
9. Journalist 1 
10. Retired 1 
11. Writer 1 
 









7. How long living in Dhaka? No of respondents 





Permanent resident 10 
2.Area of residence No of respondents 
1. Rampura 9 
2. shamoli 10 
3. Magbazar 9 
4. Agargaon  14 
5. Gopibagh 6 
6. Royerbazar 8 
7. Farmgate 7 
8. Mohammadpur 7 
9. Mirpur 12 




8. Frequency of 







8. Why did you change house? No of respondents 
1. Rising rent 37 
2. Problem with location 20 
3. Utility problems 19 
4. Better living 35 
5. owner's bad behave  10 
6. To be near to children's school 14 
7. To be near to working place 11 
8. Security problem  1 
9. Detached from joint family 4 
10. Mental satisfaction 2 













11. Problem in renting house No of respondents 
High rent and increases every year 81 
Poor utility and services 24 
Social environment is not good where rent is low 23 
Advance deposit of 4/5 moths' rent 11 
Bad behavior of landlords 11 
Lack of security 8 
No furnished houses 3 
Congested 3 







9. how long in this house (years) No of respondents 






12. reasons of being a renter No of respondents 
1. Not possible in existing situation with existing affordability 86 
2. Not prepared 3 
3. transferable job 4 
4. not constructed yet 5 
5. Want to back native city 2 





14. if yes, why didn't develop house on that plot? No of respondents 
1. Lack of finance 75 
2. Lack of time 19 
3. Very far and low land 22 
4. under construction 3 
5. Difficult job 6 
 
15. When will try to own a house? No of respondents 
1. After retirement 17 
2. No plan 27 
3. When possible 12 
4. after 5 years 27 
5. after 10 years 7 
6. after 15 years 10 
 
16. want to buy apartment or construct 
own house? No of respondents 
1. Apartment 65 
2. Own House 29 




17. Where want to live 













Any convenient place 9 
NA 9 
 
18. how large house 
would you need? (sq ft) 















21. Reasons for unavailability of apartments of medium price? No. of Respondents 
1. High House Price 5 
2. High profit by the developers 15 
3. Developers are only concern about High Income people 27 
4. Less apartments but high demand 3 
Why Own House? No of respondents 
1. To raise income by renting 57 
2. freedom and own choice 17 
3. apartment require huge money 50 
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5. High construction cost 4 
6. High land price 15 
7. Monopoly business 2 
8. lack of Govt. support 3 
9. No price control 1 
10. May be High income apartments are more profitable 3 
11 less demand for Middle priced apartments 4 
12. NA 37 
 





22.a) Known available Housing 
Finance sources  
No. of Respondents 
1. DBH 19 
2. HBFC 14 
3. Banks 16 
4. Official 4 
5. Other Finance Organization 1 
6. NA 71 
 
22.b) Is the mortgage facility sufficient with 
reasonable interest rate? 




22) if don't want to use Housing mortgage, why? No. of Respondents 
Difficult to refund considering term and interest 
rate 100 
Difficult to get 27 
 
23. What should be done to make Middle Income Housing available? No. of Respondents 
1. Lower the house price by minimizing luxury 36 
2. Govt. non-profit housing schemes 18 
3. Maximum utilization of land 26 
4. Infrastructures and easy transportation system development 20 
5. low construction cost 7 
6. Apartments in cheap area 42 
7. More public land projects for Middle income people and fairness in plot distribution 8 
8. Price control of the apartments 8 
9. Control of different harassment during house construction 6 
10. Govt. support for private sector 11 
11. Real estate developers should be more concern about middle priced housing 15 
12. NA 9 
 
24. What should be done to raise the affordability of middle income people? No. of Respondents 
1. Available Housing loan with low interest rate 88 
2. Increase pay scale of salary 16 
3. Easy installment system where the monthly installments will not exceed house rent 19 
4. Govt. initiatives to control living cost 4 
5. Control of the earning of black money 3 
6. Long term Housing loan 5 
7. wives should contibute in raising household income 10 
8. NA 3 
 
Survey Results of Housing Developers 
 









Qualification of  MD No. of Respondents 






Way of Land Acquisition No. of Respondents  
1. Joint Venture 20 
2. purchase only lucrative land 9 
on own developed plot 1 
 
Problems in Land Acquisition No. of Respondents 
High land price 20 
Crisis of suitable land 15 
Unclear Land Title 11 
Unhealthy competition 9 
No information on land price 4 
Problems caused by local Gang stars 1 
 
Duration for getting permission No. of Respondents 
6-8 months 4 
1 year 10 
11/2 years 6 
 
Problems in getting permission No. of Respondents  
1. Bribe 14 
2. Delay 19 
3. Many organizations to face 17 
4. not getting high rise permission 1 
5. Unnecessary harassment 1 
6. no Real Estate Devt policy 1 
7. organizations are not wellknown abt 
the criteria for approvement 2 
8. red-tapism 1 
9. no co-ordination among difft 
organizations 1 
 
Souce of Finance No. of Respondents  
1. Forward sale 20 
2. own capital 19 
3. bank loan 16 
 
Steps for customers' finance No. of Respondents 
1. assist about the loan 16 
2. Co-advertisement with Finance Organization 6 
3. No encouragement due to high IR 3 
4. customers don't need loan, only to make black money white 1 
5. FO give priority to this company's clients 2 
6. Nothing 3 
 
Supply side problems in the market No. of Respondents 
High Land price 14 
Lack of appropriate Govt. policy in time 14 
Lack of Infrastructure development 11 
Crisis of suitable land 10 
Delay in getting Planning Permission 10 
Political unrest 4 
Rising price of construction materials 2 
Unavailability of construction material  2 




Demand Side Problems in Market  No. of Respondents  
Unavailability of housing mortgage with 
low interest rate 
19 
Absence of resale market 6 
Property tax and transfer fee 2 
 
Nos. of apartments delivered 
per year No. of Respondents 
1. 100-150 3 
2. 100 4 
3. 50-60 1 
4. 40-50 3 
5. 30-40 1 
6. 20-30 6 
7. 15-25 2 
 
High income housing market 
saturated? 
No. of Respondents 
Respondents  
1. Yes 5 
2. No 6 
3. reduced demand 9 
 
Is there high demand for middle 





Reasons for the absence of middle income housing supply No of Respondents 
High land price and land crisis 15 
Lack of housing loan 14 
Lack of affordability of middle income people 8 
Lack of Govt. policy support 4 
Gap between affordability and expectation 3 
Restriction in High Rise Building construction 3 
Very few developers are constructing high rise buildings  2 
High construction cost 2 
Developers were not concern about this market 1 
 
Initiatives for Middle Income Housing No of Respondents Respondents  
1. High rise Building (15-20) 3 
2. reduction of apt. size 1 
3. trying to reduce price 1 
4. trying to lower cons. cost 1 
5. apartment size is planned to reduce 11 
6. planned to construct lower priced single houses for customer of land projects  1 
7. thinking about providing basic structure 1 
8. apartment in low priced area 7 
9. Nothing 3 
 
Wht should be done for efficient HM? (Govt)? No of Respondents 
1. infrastructure development 14 
2. planned satellite town like Uttara 4 
3. steps to reduce land price 1 
4. steps to make HF availabe at lower IR 18 
5. can reduce land price controlling multistoried apartments 1 
6. High rise sould be approved only when apartment size will be 500 sq ft 1 
7. co-ordination and commitment of all the related organizations 2 
8. land supply to private sector with fixed apartment price 4 
9. well defined role of RAJUK, not act as developer 3 
10. encourage Real esale market  1 
11. govt. rules and regulations should be easy 7 
12. high rise should be permitted 7 
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13. efficient govt organizations for monitoring the sector 1 
14. efficient manpower in Govt. organization 1 
 
Survey Results of Land Developers 
 
Qualification of the MD No. of Respondents 
1. Graduate 5 
2. Masters 2 
3. civil engineer 1 
4. MBA 2 
 
Problem in getting planning permission No. of Respondents 
2. delay 8 
4. RAJUK has no definite policy regarding land development 7 
7. May not give permission showing the reason of water body fill-up though in 
master plan has shown as urbanization 4 
1. red-tapism 3 
6. RAJUK fill up low land but doesn't give permission to the developers 2 
5. Need proper liaison to get permission 2 
8. No Response 1 
 
way of negotiation with the Govt. No. of Respondents 
1. no conflict 5 
2. No response 3 
3.difficult, govt depends on personal relation 1 
4.difficult, project even stopped due to conflict 1 
 
reasons for high land price No. of Respondents 
1. limited land but ever-increasing population 10 
2. lack of governmetn control 3 
3. lack of planned expantion 4 
4. land speculation 3 
5. wage earners remittance 1 
6. political instability and dishonesty 2 
7. Deffective Govt. policy 2 
 
source of finance No. of Respondents 
1. Forward sell 10 
2. Own capital 10 
3. Bank loan 7 
 
way of negotiation with the local people No. of Respondents 
1. No conflict 1 
2. voluntary sale and some under pressure 1 
3. use Local power with money  7 
4. land locking 6 
5. discussion with land owners 2 
6. booked first but register after long 
period.  2 
 
supply side problems No. of Respondents 
lack of infrastructure 6 
lack of govt. initiatives 4 
title problems 3 
Lack of proper govt. policy 3 
Fraudulence 2 
 
Demand side problems No. of Respondents 
1. low income 1 
2. lack of loan provision 9 
3. affordability  doesn't match with price 3 




what need to do for efficient land market to support middle income housing No. of Respondents 
infrastructure development 7 
govt can acquire land and handover to private sector for development 6 
govt should encourage private sectors 2 
Govt. can fix duration for developers to complete the project 1 




Appendix 3 CASE STUDIES  
HOUSING PROJECTS                                                                
Case 1 
Navana Real Estate Ltd. 
a. Location: Niketon, Gulshan 
b. Area: 5.30 katha (1 katha=720 sq.ft) 
c. Nos. of Unit: 10 (6 storied) 
d. Apartment Size: 1300 & 1310 sq.ft 
e. Utility and services: water, electricity, gas, generator while electricity off, 
elevator, , intercom, community hall, team recruited by the company for 
security and maintenance of the apartment complex (the team is paid and 
maintained by the co-operative society of the apartment owners) 
f. Price: 1700 tk/sq.ft + 150 thousands for car parking 
g. Land Acquisition: Joint venture.  
h. Details of Joint Venture: Land owner contacted after advertisement in 
newspaper wanting land. The plot was vacant as the owner could not 
construct house due to financial problem. After completion the land owner 
will get 3 apartments and Tk.836 thousands as the price of land 
Case 2 
Building Technology and Ideas Ltd 
a. Location: Uttara 
b. Area: 8.5 katha 
c. Nos. of Unit: 17 (6 storied) 
d. Apartment Size: 1400 to 1600 sq.ft 
e. Utility and services: water, electricity, gas, generator while electricity off, 
elevator, , intercom, community hall, team recruited by the company for 
security and maintenance of the apartment complex (the team is paid and 
maintained by the co-operative society of the apartment owners) 
f. Price: 1600 tk/sq.ft + 150 thousands for car parking 
g. Land Acquisition: Joint venture 
h. Details of Joint Venture: response to the advertisement, the land was 
vacant. The landowner will get 2 smaller and 2 bigger apartments as the 
price of the land. 
Case 3 
Amin Mohammad Foundation Ltd 
a. Location: Banani 
b. Area: 6.5 katha 
c. Nos. of Unit: 15 (6 storied) 
d. Apartment Size: 1285,1254,1200 sq.ft 
e. Utility and services: water, electricity, gas, generator while electricity off, 
elevator, , intercom, community hall, team recruited by the company for 
security and maintenance of the apartment complex (the team is paid and 
maintained by the co-operative society of the apartment owners) 
f. Price: +/- 2000 tk/sq.ft + 200 thousands for car parking 



















Figure 1 Case 2 (left) and Case 3 (right) under construction 
h. Details of Joint Venture: the land was identified by the employee of the 
company. Then they contacted with the land owner and disclosed their 
offer. Employees could not make the owner agree. Then they invited land 
owner to the office of the company and the managing director discussed 
with him for several times. The land owner took 6 months to agree with 
company’s offer. Land was occupied by a one storied dwelling. The land 








Building for Future Ltd 
a. Location: Uttara 
b. Area: 7 katha 
c. Nos. of Unit: 10 (6 storied) 
d. Apartment Size: 1770,1755 sq.ft 
e. Utility and services: water, electricity, gas, generator while electricity off, 
elevator, , intercom, community hall, team recruited by the company for 
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security and maintenance of the apartment complex (the team is paid and 
maintained by the co-operative society of the apartment owners) 
f. Price: 1700 & 1800 tk/sq.ft + 200 thousands for car parking 
g. Land Acquisition: Direct purchase. Retired army major sold his plot as he 
has left the country for long to live with his son in abroad.  
Case 5 
Eastern Housing Ltd 
a. Location: Dhanmondi 
b. Area: 15 katha 
c. Nos. of Units: 30 (6 storied) 
d. Apartment Size: 1800 sq.ft. 
e. Utility and services: water, electricity, gas, generator while electricity off, 
elevator, , intercom, community hall, team recruited by the company for 
security and maintenance of the apartment complex (the team is paid and 
maintained by the co-operative society of the apartment owners) 
f. Price: Tk.4.4 million per apartment + 200 thousands for car parking 
g. Land Acquisition: Joint Venture (45% share) 
h. Details on Joint Venture: land was searched and land owner was 
convinced by the employees of the company, the land was occupied by 2 
storied dwelling. Land owner will get 9 apartments as the price of the land. 
land owner will live in one apartment and give 6 apartments to his two 
sons and one daughter and will rent out remaining 2 apartments.   
 
 
LAND DEVELOPMENT PROJETCS 
 
Case 1 
Amin Mohammad Lands Development Ltd 
a. Location: Near Kamlapur 
b. Area: 20000 katha 
c. Land Acquisition: Purchase (still total lands have not been purchased) 
d. Planning permission: no permission, but studied DMDP before taking the 
project) 
e. Finance: Forward selling, Bank Loan, own capital 
f. Duration: 1st phase within 2-2.5 years then next (still has not started other 
phases due to conflict with RAJUK) 
g. Services: Services are provided consulting the town planners, 2-2.5  years 
after the handover 
h. Plot Size: 2.5-5 katha 
i. No. of Plots: 5,000 
j. Price: 450-500 thousands/katha 
k. Buyers: Businessmen, service holders, minimum installment 25000 
tk/month 
Case 2 
Navana Real Estate Ltd 
a. Location: Ashulia 
b. Area: 2200 katha 
c. Land Acquisition: Purchase (still total lands have not been purchased) 
d. Planning permission: no permission 
e. Finance: Forward selling, own capital 
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f. Duration: 2001-still running 
g. Services: water, electricity, gas, internal road 
h. Plot Size: 2.5-5 katha 
i. No. of Plots: 550 
j. Price: North facing Tk. 145 thousands, south facing 150 thousands, corner 
plot 160 thousands per katha 
k. Buyers: Businessmen, service holders and others 
Case 3 
Eastern Housing Ltd 
a. Location: Near Rampura 
b. Area: 9234 katha 
c. Land Acquisition: Purchase  
d. Planning permission: no permission 
e. Finance: Forward selling, own capital 
f. Duration: 1985-1997 
g. Services: water, electricity, gas, internal road 
h. Plot Size: 2.5-5 katha 
i. No. of Plots: 2308 
j. Price: Tk.450–600 thousands per katha 
k. Buyers: Businessmen, service holders and others 
 
Case 4 
RAJUK (Public Sector) 
a. Location: Narayanganj 
b. Area: 6150 Acre (1 acre = 60 katha) 
c. Land Acquisition: Government Land Acquisition Act (4500 Acre has been 
acquired) 
d. Planning permission: RAJUK itself is the permission giving body 
e. Finance: Forward selling, own capital, Bank Loan 
f. Duration: 1997- still running (total land still has not been acquired) 
g. Services: water, electricity, gas, internal road 
h. Plot Size: 3-10 katha 
i. No. of Plots: 7992 (partial) 
j. Price: Tk.150–200 thousands per katha 
k. Buyers: Mainly Govt. service holders and bureaucrats and others 
 
 
SELF-BUILT HOUSING  
 
Case 1 
The House is located in Mohammadpur Residential Area (public land project 
completed in the 1970s). Current owners’ father purchased the land in 1988 from the 
original purchaser of the govt. plot.  Two sisters constructed the house in 2001, when 
they got the land from their father.  
a. Expense: Land Tk.150 thousands in 1988 (current price Tk.3 million) + 
Tk.4.22 million (cost was lower as an owner is a civil engineer and could 
supervise the construction properly) 
b. No. of floors: 4 
c. No. of units: 3 (first 2 floors are duplex)  
d. Apartment size: 1400 sq.ft. 
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e. Utility and services: water, electricity, gas 
f. Rent: one sister rented one unit and live in another, other sister live in 
duplex unit (ground and 1st floor), rent is 7500 tk./month 
g. Household income: 150 thousands/month (two families together) 



















Figure 1 Houses of case 1 (left) and case 2 (right) 
 
Case 2 
The house is located in Mohammadpur residential area. Seven colleagues together 
purchased the plot in 1999 from the original purchaser of the plot. They constructed 
the house during 1999 to 2001. Three members took 6 apartments and remaining 
other four members took remaining 4 apartments and the cost was shared by the 
members accordingly. 
a. Expense: Land Tk.1.05 million + 55ft. piling Tk. 350 thousands (the land 
was ditch) + Tk.7 million 
b. No. of floors: 5 
c. No. of units: 10  
d. Apartment size: 1030 sq.ft. 
e. Utility and services: water, electricity, gas 
f. Rent: 5000 tk/month, 3 units have been rented (the interviewed member’s 
earned rent)  
g. Household income: approximately 30 thousands/month (every owners) 
(would be more but not disclosed) 
h. Source of fund: every owner took Tk.400 thousands Islamic Bank loan, 
monthly installment is Tk.6400/month.  
Case 3 
The house is located in a private land development project in Agargaon. The plot was 
purchased by the owner in 1989 from the private developer. The owner constructed 
the ground floor in 1995. Within 2002 to 2003 the 1st floor was constructed by the 




a. Expense: Land Tk.325 thousands in 1989 (current price 2.5 million) + 
Tk.4.2  million 
b. No. of floors: 3 
c. No. of units: 5 (ground floor: 2 units and shop, 1st floor: 1 unit and 
occupied by the owner, 2nd floor: 2 unit, one occupied by the son-in-law 
and one in rented out by him)  
d. Apartment size: 1600 sq.ft. (total built-up area) 
e. Utility and services: water, electricity, gas 
f. Rent: 20 thousands  
g. Household income: govt. salary 10 thousands per month (!!!!) and the son 
in-law a businessman (income uninformed) 

















Figure 2 Houses of case 3 (left) and case 4 (left) 
Case 4 
The house is located in Mirpur (public land development project completed in 1970s). 
Plot was purchased by the owner in 1997 from the original purchaser of the govt. plot. 
After that house is being constructed and still it is not completed. 
 
a. Expense: Land Tk.1.25 million in 1997 (current price 2.5 million) + Tk.9  
million 
b. No. of floors: 6 
c. No. of units: 11 (2nd floor is single unit and owner occupied)  
d. Apartment size: 1770 sq.ft. (total built-area) 
e. Utility and services: water, electricity, gas 
f. Rent: 40 thousands  
g. Household income: govt. salary 8 thousands per month (!!!!) 
h. Source of fund: own savings + Tk.2 million loan from National Housing 
Finance and Investment Limited (monthly installment tk.29,553) 
Case 5 
The house is located in Dhanmondi Residential Area (public land development 
project completed in th 1960s) In 1988 the owner got the plot from his father-in-law. 
The plot was initially got from the govt. project as rehabilitation (the land of original 
owner was acquired by the govt. for land project and after development 4 plots was 
given at subsidized price). The current owner constructed the house in 1990.  
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a. Expense: Tk.5 million 
b. No. of floors: 4 
c. No. of units: 6 (2nd floor is single unit and owner occupied)  
d. Apartment size: 1750 sq.ft. (total built-up area) 
e. Utility and services: water, electricity, gas 
f. Rent: 40 thousands  
g. Household income: Govt. salary 15 thousands per month (!!!!) 













































































































Map 1 Location of the Cases 
 
